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TO RECEI VE TESTI MONY ON POTENTI AL BUDGETARY EFFI Cl ENCI ES
ACHI EVED THROUGH | MPROVEMENT TO MANAGEMENT AND PLANNI NG
PROCESSES W THI N DEPARTMVENT OF DEFENSE PERSONNEL PROGRAMS

Wednesday, July 26, 2023

U S. Senate
Subcomm tt ee on Per sonnel
Commttee on Arned Services

Washi ngton, D.C.

The subcommi ttee net, pursuant to notice, at 4:03
p.m, in Room 106, Dirksen Senate O fice Building, Hon.
El i zabeth Warren, chairman of the subcomm ttee, presiding.
Subcomm ttee Menbers Present: Senators Warren

[ presiding], Blunenthal, Kaine, Scott, and Budd.
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OPENI NG STATEMENT OF HON. ELI ZBETH WARREN, U. S.
SENATOR FROM MASSACHUSSETTS

Senator Warren: This hearing will cone to order.
Good afternoon. | want to wel cone our w tnesses for
today' s personnel subcommittee hearing. And | want to
offer a very special thank you to Ranking Menber Scott for
hel ping on this commttee and doing it on rather short
noti ce.

And al so, for our other nenbers for joining us as we
exam ne opportunities to save noney at the Pentagon.
Menbers of Congress, and this commttee in particular, have
a responsibility to root out waste and price gouging in
Pent agon spendi ng.

W owe it to the nen and wonen of the mlitary who
rely on us to fund the equi pnent activities they need to
defend us, and we owe it to the taxpayers who foot the
bill. | don't think it wll be a surprise to anybody when
| tell you, we have a lot of work to do on this front.
This year, the Departnent of Defense requested $842 billion
i n fundi ng.

And just last nonth, negotiators had barely agreed as
part of the bipartisan deal to |lift the nation and avoid
default on the nation's debt, to limt this year's
Department funding to only 100 percent of the anount that

the Departnent actually requested in the budget, while the
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def ense industry how ed that $842 billion was sinply not
enough.

Now, sonme of ny coll eagues have al ready pl edged that
by the end of the year they wll pass a supplenmental budget
to give the Departnent of Defense nore noney and are
currently drawi ng up plans for billions nore in spending.
| f another huge supplenental is approved by Congress, the
total could be the | argest Pentagon budget since Wrld War
.

| support funding our mlitary so that it can do its
job to keep Anericans safe. | support naking sure that
servi cenenbers have the pay and benefits they deserve and
the high quality equi prment they need to do their work
saf el y.

| support adequate resources for the whol e Depart nent
of Defense to operate without cutting corners. | support
ensuring that Ukraine has the support it needs fromthe
United States to resist Russia's illegal war.

But reports from Pentagon wat chdogs and budget
experts, both inside and outside Governnent, have
repeatedly shown that there are serious problens at the
Depart nent of Defense with wasting taxpayer dollars.

Reports fromthe Governnment Accountability Ofice, the
Depart ment of Defense |Inspector General, the Speci al

| nspector General for Afghani stan Reconstruction, the
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Congr essi onal Budget O fice, the Cost Assessnent and

Program Eval uation O fice, |I have now run out of fingers,
and the Pentagon's own auditors have all identified
billions and billions and billions of dollars that do

nothing nore than |line the pockets of giant defense
contractors, often with little or no oversight fromthe
Pent agon.

When the Departnent of Defense cones to Congress to
ask for nore noney, we should be asking why they aren't
putting in place a few basic oversight tools to stop
defense industry price gouging.

Before DOD gets another dollar, they need to put
checks in place to stop paying $1,500 for a nedical device
t hat can be purchased at Wal-Mart for $192. And just stop
payi ng $1,800 for vaccines that everyone el se pays $125
for. Pentagon officials thenselves estimte that savings
just fromtightening up our practices in hiring
contractors, just that one area al one, would be about $44
billion over ten years.

Bef ore we provide nore noney to the Pentagon, DOD
needs to explain to the Anerican people why it is failing

to i npl enment basic safeguards regularly enpl oyed by both

fam lies and businesses. This hearing will focus on a few
of the key findings frombudget experts. | appreciate
their wllingness to appear as W tnesses.
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They have identified cost savings across the
Pent agon's work. But because this is the Personnel
subcommittee, we are going to focus today on issues of
waste related to how DOD buys personnel rel ated goods and
servi ces.

| wll note as a neasure of how little Congressional
oversi ght there has been, and how determ ned Senator Scott
and | are to reel this back in, that this is only the
second time in the last 15 years that the |Inspector General
has been invited to testify before this commttee. Before
turning to our wtnesses, let nme briefly highlight two key
problenms in this subcommttee's jurisdiction that clearly
requi re Congressional oversight.

First, DOD fails to prevent price gouging by private
def ense contractors, period. There is no real dispute
about this. One report after another from i ndependent
| nspector CGeneral has docunented that DOD contracting
of ficers agree to pay excessive prices wthout asking
conpani es for justifications and that conpani es del ayed or
refused to provide cost data when requested.

Wt hout that pushback, the U S. taxpayer is just a
sitting duck for defense industry price gouging. By now,
nost peopl e know that over-the-top price gougi ng occurs on
spare parts and weapons systens. Earlier this year,

called out Boeing for its failure to provide basic cost
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data for al nost 11,000 itemns.

I n other exanples where that price data has been nade
public, we |earned that Boeing charged the Arny $71, $71
for a pin that should have cost $0.04. |In another case,

t hey charged nearly $1,700 for a ranmp gate roller assenbly
t hat DOD coul d have purchased for $8 -- $1,700 for $8 item

A recent investigation by 60 Mnutes found that even
after adjusting for inflation, we are paying seven tines
nore for each mssile we send to Ukraine than we paid in
the 1990s. But price gouging isn't limted to spare parts
and weapons systens. It al so happens when DCOD i s paying
for health care.

This week | wote a letter to the Defense Health
Agency highlighting pricing on health care itens. For
exanpl e, DOD was paying $1,500 for breast punps that WAl -
Mart sold for less than $200. The agency was payi ng over
$1,800 for vaccines that could be purchased for $125.

Mul tiply that price gouging by the high volunme of
purchasing in the mlitary, and it is clear that taxpayers
are getting seriously ripped off.

Anot her way that taxpayers get gouged is through its
contractor workforce. Qur nation's defense is often
supported through contractors who feed our troops, house
our mlitary famlies, transport needed equi pnent, and

performa ride range of tasks that in past years were
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ei ther done by active duty mlitary or by civilian
enpl oyees.

Over the past quarter century, DOD spending on service
contracts has nore than doubl ed, reaching over $205 billion
in Fiscal Year 2022. This has created a huge industry of
mlitary contractors, turning theminto billion dollar
busi nesses. But in many cases, hiring a contractor cost
nore than sinply paying a Federal enployee to perform
exactly the sanme function.

At a mninmum DOD should be exam ning each contract to
make certain the prices are reasonable and that the work
cannot be done directly by Federal enployees for a whole
| ot | ess noney. But that is not what is happening.

I nstead of carefully review ng each Governnent contract,
the GAO has determ ned that DOD does not even know how many
contractors it has and does not effectively analyze | ong
term costs.

DOD has failed to safeguard taxpayer noney, and it has
opened the door to price gouging by Governnent contractors.
It is DOD's job to stop these rip offs. As | noted
earlier, this hearing wll focus on cost savings and the
jurisdiction of this subcommttee. We will also primarily
focus today on places where DOD can use authorities it
al ready has.

But let ne be crystal clear, if the Pentagon wants

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

nore funding this year, above 100 percent of their budget
request that has already been fulfilled by Congress, then
Congress should at a m ninum give DOD nore access to cost
and pricing data fromcontractors, tie any increases in
upfront paynents to contractors to requirenents that they
deliver goods and services on tine, renove a requirenment in
current law that mlitary services nust send Congress
pricey wsh |ists for extra spending on top of their annual
budget requests, require contractors to disclose changes in
average prices and gross nmargins, and require any DOD
conponent that fails to pass an audit to return 1 percent
of its budget back to Treasury.

For many of these proposals, bipartisan |egislation
al ready exists to nake these changes. |If other Senators
want to dunp nore noney into the Departnent of Defense on
top of fully funding the budget they already have, then
t hey shoul d al so support including these conmobnsense
measures to fight back against price gouging.

So, | ampleased that we are here to tal k about this,
and | call on Ranking Menber Scott for an opening

stat enent.
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STATEMENT OF HON. RI CK SCOIT, U. S. SENATOR FROM
FLORI DA

Senator Scott: First off, thanks for being here.
want to thank Chairwonman Warren for doing this. You know,
| am a business guy, so, you know, you have to invest to
get what you want done, but you sure as heck don't want to
wast e any noney. And the easiest way to spend noney on
sonething is through savings. It is just -- | nean, it is
a |l ot easier than have to come up wth new capital or

borrow nore noney, whatever you are doing.

So, | want to thank Chairwoman Warren for doing this.
And we have tal ked about doi ng another hearing in, | think,
Sept enber, so anybody that has any -- | think, we want to

hear from ot her nmenbers if they have anything they want to
tal k about. But there has to be a hell of |ife savings
here, right?

The Departnent Defense is the nation's | argest
enpl oyer. Over 2 mllion people serve in our mlitary in
either an active or reserve capacity. W have got anot her
824, 000 people who work as DOD civilian enpl oyees. An
addi ti onal 800, 000 peopl e support the DOD t hrough contract
mechani sm

That is a | ot of people. Between mlitary personnel,
civilian enpl oyees, contracted | abor, nearly 50 percent of

the total defense budget is spent on the DOD workforce,
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which in Fiscal Year 2023 equates to nore than $400
billion. They are Americans. It is not just noney in
nunbers.

They are serving our country, and | think every one of
t hem probably feels |Iike they have a good, inportant
m ssion to get done. Each one of themis the reason why
the work of this subcommttee is so inportant. There has
been plenty of talk in Washington that have excused the
waste and inefficiencies of the Departnent of Defense,
saying, oh gosh, it is a big place. | don't know if you
can really do this there.

| think nost of us think that is pretty ridicul ous.
W all have to do it in our homes. W have to do it in our
busi nesses. Qur famlies are doing it every day,

especially at a tine where we are seeing ridicul ous

inflation. So, |I think that we can figure this out, and
there are ways to save a lot of noney. | used to be in
busi ness at one tinme. | ran the seventh biggest U S

enployer. W had to do it every day.

We had to keep comng up with efficiencies. None of
our custoners says, gosh, | want to give you nore noney.
And none of our sharehol ders said, we would |like you to
give us less of a return. So, we had to constantly cone up
with this. In matter of fact in ny -- in sone of the

manuf acturi ng conpanies | had, by contract, by witten
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contract, every year | had to cut 2 percent of ny price --
nmy cost, by contract.

So, every year | was required to get 2 percent
productivity gains or make | ess noney. And nobody wanted
to get paid |l ess. Nobody went to nmake |l ess. So, you just
had to do it. So, you can -- thisis all -- it is al
doabl e.

| just want to thank you guys for what you do. | have
only been up here four and a half years, but | think every
one of what -- every one of your agencies actually is a
real help to what we do in our jobs.

The report you put out, the information you put out is
actually very helpful tonme. | think the DODis in
desperate need of real, thorough, and consistent audits. |
can't imagi ne not doing an audit, a thorough audit. And
al so, in the private sector when you have an audit and
there has -- there is anything in the audit that says we
need to fix it, you have to fix it, you have to fix it.

Your sharehol ders are going to hold you account abl e,
and you are not going to keep your job if you don't go
through that audit and try to elimnate as many, if not al
of the problens in the next -- before the next audit, not
in five years. The next audit, you had to try to get
anything that was in there, and you had to get a cl ean

audit, or you could -- if you are the CEQ you would not
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have a j ob.

| think we have got to nmake sure that -- this is a | ot
of noney. W want to have a lethal mlitary. W want to
support our mlitary. But it has got to be done where we
don't waste any dollars.

This is not about cutting spending. It is about
spendi ng noney efficiently and nmaki ng sure that whatever we
spend, it neans we are going to take care of our service
menbers and we are going to have the nost |ethal force
possi bl e, so hopefully nobody ever wants to do anyt hi ng
agai nst us.

| don't think it's a hard concept. | think we all do
it every day in our life. The nore efficiencies we can
find -- either we can save noney for the taxpayers of this
country, or we can nmake bigger investnents to nake sure we
have a better mlitary. W can't -- so | don't think any
of us want to slow down our investnents in defense, but
al so understand that we shouldn't be doing things that we
don't get a return on.

And we ought to be -- we ought to be hell bent on
getting that done. W also have to understand that it is
getting harder and harder to recruit in the mlitary, so
everybody there is nore and nore inportant. W are
spending -- if you look at it, just like in conpanies, we

are spending nore dollars training people now than at any
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time. Wen ny dad went in, he was, you know, he was an ace
i n Airborne.

They just sent himto the front lines. | don't know
how nmuch training he got. | got a little bit, and then
swabbed the decks, cleaned the latrines a |ot. Today, |
think they are getting a lot nore training than when | got
when | was in. 1In a perfect world, our service nmenbers
woul d be used exclusively for mlitary specific tasks.

But sone jobs need to be done, and uniforned service
menber is the only person available to do it. But | agree
with Chairman Warren, there is -- we use a lot of civilians
for -- and we -- it just can't cost as nuch noney.

| nmean, you cone up here and you see how nany
conpani es have just been created by provide services to
sonetimes it is our Federal Government, sonetines it is
just our mlitary. And the margins on this stuff. | nean,
we didn't make margins in the business I was in that were
i ke this.

W have got to nake it easier for our service nenbers
abroad to find fulfilling work for their supporting
spouses. | was just traveling, and we had one indivi dual
that was telling nme that she had a very wel |l -trained
husband and couldn't get a job where they were.

| nean, there is sone this crazy rule that was

preventing -- when | was Governor of Florida, we tried to,
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and | am sure Senator Kaine did the sane thing, you are
trying to make your State the nost mlitary friendly State,
and so you figure out how do you wave everything you can so
all the spouses can get a job because it has a big inpact
on these, the ones that serve there, but also their
l'ivelihood every day. And we can't pay exorbitant sal aries
for our mlitary.

So, a lot of their spouses have to make a decent
I ncome to survive. | recently heard -- so this was just
about the spouse, | guess there is -- with sone of the
I ndi vi dual s overseas, they apply through U S. Jobs. So,

but it is difficult that they can't get jobs overseas to do

telework in the United States. | nean, that is -- | nean
sone of the stuff just doesn't make -- it just doesn't make
any sense.

We got to nmake this all easier. | think we have got
to do a review of any -- of all of our |aws governing

Federal civil service. W want to nmake sure that it works
| i ke the private sector. You want to be able to hire
peopl e when you want to hire themas quickly as you can,
but you want to be able to hold peopl e account abl e.
Because if you can't hold peopl e accountabl e, then

unfortunately you end up with the bad actors, not with the

best enpl oyees. And that is not -- no one wins in that
situation. | think both Republicans and Denocrats have
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proposed things over -- just even since | have been up
here, to try to make that better, but often there is sone
special interest to try to prevent that. So hopefully we
can go through all these things.

And | am actually, | think this is going to be a good
hearing, but | think there is nore to be done to try to
find efficiencies and force these efficiencies so we can
make sure we nmake good investnents. Thanks for being here.
Thanks for what you do because your reports are really
good.

Senator Warren: Thank you very nmuch. Terrific
opening statenent. So, | also want to say thank you to our
W t nesses for appearing and thank you for your work. W
are going to have one panel today that is conposed of
Gover nnent wat chdogs and budget experts.

M. David Mosher, the Assistant Director for National
Security for the Congressional Budget O fice, is with us.
M. Mchael Roark, who is Deputy Inspector General for the
Eval uati ons Conponent of the Departnent of Defense
| nspector General .

And Ms. Elizabeth Field, the Director for Defense
capabilities and Managenent at the Governnent
Accountability Ofice. Thank you all again for appearing
today. M. Mosher, you are recognized for five mnutes for

an openi ng statenent.

15
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STATEMENT OF DAVI D E. MOSHER, ASSI STANT DI RECTOR FOR
NATI ONAL SECURI TY, CONGRESSI ONAL BUDGET OFFI CE

M. Mosher: Thank you very nuch, Senator. Thank you,
Senator Scott and the commttee for inviting ne to cone
testify. | appreciate the opportunity to talk a little bit
about reducing DOD s conpensati on costs.

The size of DOD s conpensati on budget actually is not
very well defined. | know we have a nice pie chart there,
and the challenge is like, what is that $205 billion
nunber? So, it is not well-defined.

It is better defined on the mlitary side and on the
civilian conpensation side, but definitely in the biggest
hol e and is the biggest uncertainty is service contractor
wor kf orce, and that is because DOD really collects and
publ i shes very inconplete data about that workforce. DOD s
total workforce consists of three types of labor, mlitary
personnel, both full -- full time and part tinme, Federal
civilians, as well as service contractors.

DCOD refers to this is their total force. It is
sonet hing you try to nmanage and bal ance and get the right
capabilities to the right needs. Conpensation for the
three types of labor is largely found in the mlitary
personnel account, as well as the O&M account, although
there is sonme -- operation and nmai ntenance -- although

there is sone in the R&D account as wel | .

16
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| am focusing on service contract |labor, and just to
be clear here, these are contractors who are personnel who
are hired by private conpani es under service contracts
awar ded expressly to augnent civilian and mlitary
personnel within DOD. Service contractors provide a w de
range of activities.

As you al luded to, Senator Warren, you can't go to a
mlitary base without running into a | arge nunber of
service contractors doing very inportant functions. So
just to be clear, though, I amnot tal king about people who
are hired by conpani es who produce goods and weapons t hat
t he Departnent buys. | amfocusing on that -- that other
group. So how big is DOD s workforce? W actually don't
know.

We know that DOD plans to have at the end of this year
about 2.2 mllion full tinme personnel, 1.4 On the mlitary
si de and about 800 mllion on the civilian side. But there
I's no centralized accounting for the service contractors,
and estimates range widely fromsort of 250,000 was the
nunber that CRS published a year or two ago, to nunbers
that are two to three tines that anmount.

But we don't know. And on that higher end, it rivals
the duty civilian workforce in size. Wat is the cost of
DOD s wor kforce? Again, we don't know. W can't get all

the pieces of it. Roughly one-third of annual -- DOD s
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annual budget is devoted to conpensation for mlitary and
civilian personnel working directly for the Departnent.

That is about $279 billion in 2023. |If you include
service contractors, that nunmber could be, as Senator
Warren suggested, close to half of DOD s annual budget. W
can't be nore precise in -- precisely because we do not get
data fromDCOD that allows us to do that, in the sane way
that we get very good data about mlitary personnel and
civilians.

DOD, for exanple, reports that the budget authority
for service contracts in 2022 was about $95 billion. But
OVB data indicates this nunber could be as high as $274
billion. This is for the contract dollars, not necessarily
t he | abor costs.

| wll get to that in a nonent. W have | ooked, CBQ
t hroughout the years at reports at how to reduce DOD s
conpensati on costs by changing policies nostly. And a good
exanple of that is our options for reducing the deficit
budget volune we reduce -- we produce every two years. |
have hi ghlighted sone of those in ny witten testinony.

But savings fromthat for these kinds of policy
changes woul d be roughly $1 to $3 billion for each of those
a year over ten years, whichis 1 to 2 percent of DOD s
conpensati on budget for the mlitary.

Smal | changes, but those conpound over tinme with pay
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rai ses, etcetera, that can growinto |arger savings. DCOD
has not been able to -- we haven't been able to | ook at
that for service contractors. One other thing | want to
note and a very inportant piece of conpensation for the
mlitary are veterans benefits.

They are essential to how DOD recruits and retains
staff. It is an inportant prom se that we make to our
servi cenen and wonen. VA's budget requests this year, just
for sone context, was $320 billion. So, it is the highest
It has ever been for 2024 -- about twice the size of DOD s
mlitary conpensation budget. And CBO s options, we do
options | ooking at that, we have cone up with options that
range fromabout $1 billion a year on average, to nore than
$25 billion a year if you nmake sone policy changes.

So, what would be the value of nore conprehensive data
on service contractors? First, | think, and ny coll eagues
from GAO has -- can go into this at great |ength nuch
better than | can, but it hel ps the Departnent nanage its
wor kf orce, to do that, understand where the costs are and
t hen what the inportant things are.

It al so provides sone transparency so that if we make
changes, DOD makes changes in personnel policy where it has
nore -- where it wants to, say, cut mlitary personnel or
civilians, that you don't see costs grow up in service

contracts in a way that you can't anticipate. |If you can't
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track nunbers, it is hard to follow that. And of course,
it helps with Congressional oversight, which is a very

| nportant one.

We have sone specific suggestions about how to do that

i n our about changes we would like to see in the way DCOD
reports data to the Congress, and that would help with us

I n our analysis and doing -- understanding the service
contractor workforce. Anyway, that concludes ny remarks,
and | want to thank you for the opportunity, and wel cone
your questi ons.

[ The prepared statenent of M. Mosher follows:]
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Senat or Warren: Thank you very nuch.

bei ng with us,

five m nutes.
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STATEMENT OF M CHAEL J. ROARK, DEPUTY | NSPECTOR
GCENERAL, EVALUATI ONS COMPONENT, DEPARTMENT OF DEFENSE,
OFFI CE OF | NSPECTOR GENERAL

M. Roark: Good afternoon, Chairman Warren, and
Ranki ng Menber Scott, and distingui shed nenbers of the
subcomm ttee. Thank you for inviting ne to appear before
you today to discuss our inportant oversight work on
Depart ment of Defense heal t hcare.

Today, | wll discuss three reports, two reports where
we identified that additional procedures were needed to
contain healthcare costs, and one report that showed that
the DOD effectively inplenented procedures to control
costs.

In April 2018, we issued a report on TRI CARE paynents
for breast punps and replacenent parts. |n Decenber 2014,
public | aw authorized the Defense Health Agency to pay for
manual and standard el ectric breast punps and repl acenent
parts.

However, the DHA did not inplenment maxi num
rei mbursenent rates for standard el ectric breast punps and
repl acenent parts. |Instead, DHA paid the anmpunt that
suppliers billed, unless TRI CARE regi onal contractors had
negotiated a rate with suppliers. W determ ned that the
DHA overpaid $16.2 mllion for breast punps and repl acenent

parts for TRI CARE beneficiaries in 2016.
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Specifically, DHA overpaid for over 91 percent of
breast punps and nearly 57 percent of replacenent parts.
We made two recommendations to address the deficiencies we
identified. Specifically, we recomended that the DHA only
use suppliers that have entered into agreenents and have
fixed reinbursenent rates to provide breast punps and
repl acenment parts.

We al so recommended the DHA recoup paynents fromthe
suppliers that billed excessive anounts for breast punps
and repl acenent parts. |In August of 2019, we issued a
report on TRI CARE paynents for various heal thcare services
and equi pnent .

Specifically, we focused on clains for which the DHA
paid the anmount the provider billed, or also known as paid
as billed, for itens with high claimcosts such as
vacci nes, contraceptive systens, conpression devices, oral
appliances for the treatnent of sleep apnea, charges for
the installation of durable nedical equipnent, and costs
associated with obtaining stemcells that were provided to
beneficiaries in the TRI CARE regions in 2017.

We determined that the DHA regularly paid nore than
pricing benchmarks for services and equi pnent where it did
not establish or use existing TRI CARE maxi nrum al | owabl e
rei mbursenment rates. For exanple, the DHA paid $3.1

mllion nore than pricing benchmarks for 65 percent of
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vacci nes.

We identified exanples of the DHA payi ng nore than
pricing benchmarks for other itens such as durabl e nedical
equi prrent and costs associated with obtaining stemcells.
For exanple, the DHA paid one supplier as nuch as $5,000 a
nmonth to rent a vascul ar conpression device, while two
ot her suppliers rented the sanme device for only $700 a
mont h.

W made a total of seven recommendations to DHA,

I ncluding identifying the reasons why TRI CARE regi on
contractors were not using the existing maxi num al | owabl e
rei mbursenent rates, review ng opportunities to inplenent
maxi mum al | owabl e rei nbursenment rates, periodically
review ng those rates, and updati ng TRI CARE poli cy.

We al so recommended that the DHA recoup overpaynents
and seek voluntary refunds from TRI CARE provi ders where the
DHA paid nore than pricing benchmarks. Finally, in
Sept enber of 2020, we issued a special report on the
actions the DHA took to control costs for healthcare clains
associated with COVID 19, including elimnating co-paynents
and cost shares for COVID-19 diagnostic testing, clarifying
access to behavioral health services via telehealth, and
I npl enenting tenporary TRI CARE regul ati on changes in
response to COvVI D 109.

As a result, nmanaged care support contractors deferred
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or manually paid clains pending system and pricing updates
and created dashboards to share information and perform
data analytics on health care clains related to COVI D 19.
The DHA al so i nplenented other initiatives to nonitor
that COVID-19 clains were paid and tracked properly, and
that potential -- potentially fraudulent COVID-19 rel ated
services were identified.
Through these actions, the DHA reduced the risk of
medi cal providers exploiting the pandem c for personal gain
and possi bly preventing i nproper paynents before they could
occur. This concludes ny statenent, and | woul d be happy
to answer any questions you may have.

[ The prepared statenent of M. Roark follows:]
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Thank you, M. Roark.

are recogni zed for five m nutes.
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STATEMENT OF ELI ZABETH FI ELD, DI RECTOR, DEFENSE
CAPABI LI TI ES AND MANAGEMENT, GOVERNMENT ACCOUNTABI LI TY
OFFI CE

Ms. Field: Thank you. Chairwoman Warren, Ranking
Menber Scott, and nenbers of the subcommttee, thank you
for inviting ne to testify on GAO s work regardi ng the many
chal | enges and opportunities that DOD faces related to
per sonnel nanagenent.

Wth a total of alnost 3 mllion active duty service
menbers, reservists, and civilians, not to nention
countl ess contracted personnel, the Departnent of Defense
Is one of the nation's biggest enployers.

That al so neans that DOD s workforce is one of its
bi ggest cost drivers. |In determ ning personnel
requi renents, the charge to defense officials is clear, use
the | east costly m x of personnel while ensuring the
wor kforce is sufficiently sized and conprised of the
appropriate mx of mlitary, civilian, and contractor
personnel with the right skills to carry out the m ssion.
| want to enphasize that first part, the using the |east
costly m x.

As you know, the Federal Governnment is on an
unsustai nable long termfiscal path. At the end of fiscal
-- as of Fiscal Year 2022, debt held by the American public

was about 97 percent of GDP. Moreover, the Fiscal Year

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

28

2022 Federal budget deficit was the fourth largest in U S.
history. As the |argest single category of discretionary
spendi ng, the defense budget deserves scrutiny.

At the sanme tinme, we know that ensuring DOD can carry
out its mssionis vitally inportant. The mlitary
services are today facing what sone have called the
greatest recruiting challenge in a generation, all while we
encounter increasingly conplex and bold threats from China,
Russi a, and non-state actors.

Through our work at GAO, we have identified obstacles
t hat can hinder defense officials' ability to strike the
correct bal ance between efficiency and effectiveness in
shapi ng their workforce. Things |ike unreliable data,
overly conplicated hiring nechanisns, arbitrary staffing
cuts, and antiquated Departnent processes.

We have also identified ways in which DOD could
potentially cut costs by better managing its resources. In
an organi zation as |large and conplex as DOD, it can be hard
to appreciate what these chall enges and opportunities
really look like, so | would like to briefly offer one
exanpl e.

The mlitary health systemrelies on nore than 240, 000
active duty, reserve, civilian, and contractor personnel to
provi de both operational nedical care in support of war and

contingencies, and to provide beneficiary care to about 9.4
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mllion eligible people. 1In 2018, we identified weaknesses
in DOD s approach to managing its workforce for both
operational nedical care and beneficiary care.

For exanple, we reported that in determ ning nedical
personnel requirenents for operational care, the Arny,
Navy, and Air Force were relying solely on mlitary
personnel, even though civilian and contractor personnel
had been used in operational settings. W also found that
the mlitary Departnents were not considering the full cost
of active personnel conpared to reservists.

And this is significant because reserve forces are
generally less costly than simlar active conponent units.
In terms of beneficiary care at mlitary nedical treatnent
facilities, or MIFs, we reported that DOD faced nunerous
chal |l enges inplenenting its planned workforce m x but had
not devel oped a strategic workforce plan for managi ng them

For exanple, we found that DOD had not clearly
determined how it planned to mtigate the effect of
mlitary personnel deploynents on MIF operations. |In one
i nstance, we | earned that due to overl appi ng depl oynents,
ei ght of nine general surgeons at a mlitary hospital were
depl oyed at the sane tine, leading to a gap i n coverage.

We al so found that DOD had not devel oped a sound
strategy for addressing vacancies in civilian positions, a

problemthat has | ed sonme MIFs to discontinue providing
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certain nedical care due to patient safety concerns or to
backfill positions with mlitary personnel, which can be
unnecessarily costly and erode noral e.

We further reported in 2018 that in planning for the
transition of MIFs fromthe mlitary Departnents to the
t hen new Def ense Health Agency, DCOD had not vali dated
headquarters | evel personnel requirenments or conducted a
conprehensi ve review that considers the | east costly m x of
per sonnel .

Al t hough DOD concurred with the many recomendati ons
we made, the Departnent has yet to fully inplenment them
Doi ng so, especially now that the MIF transition has
occurred, is even nore inportant for ensuring that DOD
strikes that difficult bal ance between ensuring nedi cal
readi ness and provi di ng sound patient care on the one hand
and cutting unnecessary costs on the other.

In fact, GAO has estimated that DOD coul d save
mllions of dollars by inplenenting sone of these
recommendati ons. Thank you, and | | ook forward to your
guesti ons.

[ The prepared statenment of Ms. Field foll ows:]
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Senator Warren: Thank you, Ms. Field. Appreciate
your being here and appreciate your testinony. | recognize
Senator Kaine for five m nutes.

Senat or Kaine: Thank you, Chairwonman Warren, and
thank you to our wtnesses. | think I amgoing to nake ny
coments maybe a little bit nore for ny coll eagues and
-- but also to share with these witnesses or experts sone
frustrations | have and why | amglad that the chair and
ranki ng menber have decided to do this hearing and then
hopeful | y enbrace ot hers.

| have been very frustrated in ny ten years on the
commttee about the absence of real analysis of major
initiatives that we undertake within the Pentagon, and I am
just going to use two, mlitary housing, and then the
formation of the DHA and the mlitary nedical services that
Ms. Field discussed.

The Pentagon nmade a deci sion, no doubt, for both cost
and quality reasons in the 1990s, to push a privatized
housing nodel. It is not our core expertise. Wy don't we
| et housing conmpanies do it? It is not warfighting, |et
others do it.

And if they do it, they nay be able to save us noney
and al so offer higher quality accommobdations to mlitary
menbers and famlies. 1t has been a pretty big failure,

and | think the failure is nore on the Pentagon side of the
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| edger even than the private provider side of the |edger,
because the contracts that were set up gave the Pentagon
significant oversight responsibility.

So, for exanple, on a base, the base commander was to
hol d back paynent till the end of the year to sone certain
percent age and then deci de whether the provider had nerited
sonme, or all, or none of that paynent based on perfornmance.
| nstead, the pattern was essentially for the base
commanders to just release all the noney at year end,
regardl ess of perfornance.

The contracts with the private providers were set up
so that at sonme mdpoint in these |ong term contractual
peri ods, the Pentagon could step back and do an assessnent,
are you neeting the needs of our famlies? |If not, we need
to renegotiate the contract. That m dpoint cane. There
was no renegotiation done.

Just steady state, it is now off our shoulders, so it
I's on the shoul ders of these housing providers, and the
housi ng providers weren't being incentivized to really
treat our mlitary famly nmenbers the way that they woul d
treat comercial clients, because all these providers al so
had conmerci al busi ness.

They treat their comercial clients better because
t hey woul d | eave and go sonewhere else if they didn't. But

they started to treat our mlitary famlies sort of as

32
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host ages. W ended up nmaking it worse. W had as a key
theme to the NDAA a few years ago, there was an effort to
push cut in headquarter staff, a non-defined, across the
board cut in headquarters staff without really digging into
what exactly, who are headquarters staff.

| fought very hard agai nst an across the board
headquarters staff cut. | was unsuccessful. A couple of
years later, this housing thing blew up in our face, and we
went back and | ooked at what was the headquarters staff
that was cut. In all of the offices that were charged with
the responsibility of overseeing these housing contracts,
they were | osing 30, 40, 50, 60 percent of their staff,
and, you know, surprise, surprise.

To quote a fanous Marine, Gonmer Pyle, surprise,
surprise, when you cut all the housing staff, suddenly the
oversi ght gets worse, and the quality gets wirse. So, a
program that was designed to save noney and a programt hat
hopefully was going to lead to a better result, ended up,
frankly, probably doing neither.

And we have had to cone in, and we still -- we are
maki ng progress, but we are still not really where we are.
W ought to have great both cost and quality tools to
assess a programlike this. Simlarly, the different
servi ce branches had their own mlitary expertise. The

deci sion was made based on a study that was done in 2011 to

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

try to put this together in a conbi ned DHA

| still hear all kinds of constituent conplaints from
service nenbers in Virginia and their famlies about
waiting lists and insufficient access to services fromthe
DHA. And Ms. Field, you tal ked about areas where the DHA
I's spending nore than they need to or having a hard tine
recruiting people into key positions.

Where | hear about it is fromour mlitary nenbers and
their famlies who have a hard tinme getting access to
services, particularly in the nental health space. W have
had a raft of mlitary suicides at the md-Atlantic
Regi onal Mai ntenance Center in Norfolk and in ships that
are in dry-dock for extended periods, and often the
avai lability of nental health services is weak.

One of ny staffers went on a carrier avail recently,
and on the entire carrier there were two nental health
psychol ogi st positions for this huge group of people, and
one was vacant. My staffer asked, okay, howlong is this
position been vacant? For a very long tine. WlIl, what is
the salary that you would pay this psychol ogi st?

The salary is $85,000. You would rmake so rmuch nore
t han that having a psychol ogy practice in suburban
Arlington, Virginia, or virtually anywhere in the country,
and you woul dn't have to be deployed on a carrier for

nonths at a tine away fromyour famly. W are not going
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to fill that position at that salary.

So, these are two instances of big initiatives,
transitioning healthcare into a DHA environnent.
Transitioning housing fromthe mlitary provides it, to
|l et's get the housing experts to do it. Both are
continuing to show major problens. | amnot sure either
real |y produce savings or produce better quality of service
to our mlitary nen and wonen.

And so, | don't really have a question for you, but I
guess Senator Scott asked ne, do you have sone issues that
are on your mnd that can informfuture discussions?

And | would like to know when we enbrace these nmjor
initiatives, how do we neasure themto nake sure they are
doi ng what we say and how do we nmaybe get hold of it
quicker if it is going the wong direction, to turnit in a
positive direction rather than just keep investing in
sonething that is not bearing out, you know, as it shoul d?

So, | wll just stop there, but | amreally happy that
you are doing this. And | do want to nmake sure we focus on
the dollars, but | also want to focus on the bang for the
buck. And if the dollars aren't -- you know, are being
wasted and we are not getting the service that we need to
either pronote lethality or protect our people, then
think we have got a ot of work to do, and | appreciate the

commttee for tackling this.
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Senat or Warren: Thank you very nuch, Senator Kai ne.
And the rem nder, this is the first of nore than one
hearing as we try to dig in better on these issues. And I
real |y appreciate your conments here and the points you
hi ghlight. Senator Scott.

Senator Scott: So just to follow up with one other
thing Kaine said. So, | cone from a business background,
so ny first reactionis, it is not that the business was
bad, right, it is that -- was the structure of the deal
wr ong?

Was there no accountability? Was there no
nmeasurenent? Did it never make, you know -- and we don't
even have a conversation like that. | nmean, it is just we
-- it is like we just want to bl ane sonebody, whoever we
want to blanme. And we have got to -- it is not sonething
that should be hard to figure out.

And, you know, in business, you have the ability and
there is all these organi zati ons now that you can conpare
your costs, all this stuff to sonebody el se now. | nean,
there is all these conparative groups that you can buy
into. And | wonder, | have never heard of any part of the
Federal Governnent, especially DOD, ever doing that.

So just going back to M. Roark, would you -- so |et
nme ask you a question. So how could -- so I, when | becane

Governor of Florida back in 2011, we had a -- our Medicaid
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program we nade it a -- we bid it out. And the benefit of
doing it is we knew our cost and we al so could hold
sonebody accountable for access and quality, right, and
outconmes. We, you know, but you had to put all this
measurenent in there.

So, one thing that surprised ne, we didn't have any
program wher e sonebody coul d say, okay, so | wasn't
responsi ble for buying after that. They -- you are talking
about breast punps, | didn't have to buy breast punps, it
was their responsibility to do that.

So how does -- they have a contract wth TRI CARE, they
bid it out, and then the Governnment is responsible for the
pur chase of equi pnent?

M. Roark: So, Senator, in this case, when Congress
passed the | aw that enabl ed breast punps, | think what
happened was that a | ot of suppliers, you know, set up
websites and so forth and et mlitary spouses and mlitary
menbers know that this benefit was available to them but
they didn't have the prices on there, on the website.

And so, then they -- DHA hadn't set up the price
ceiling or the price cap, if you wll. And so, therefore,
if there is no price cap in place, then it just goes into
this paid as billed category, as | nentioned in ny
st at ement .

Senat or Scott: It is outside -- it was outside of the
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contract?

M. Roark: Correct. And so, the contractor in that
case just pays as billed. |If the is a cap, then they can
only go up to that anobunt. And | think that that is the
key point here.

Senator Scott: Do they do -- they not use any of
t hese group purchasing organi zati ons? Because | nean, it
IS --there is a bunch of themnow. Now in fact, you know,
one of ny own conpanies has the biggest in the country.
And | nmean all that stuff, you are guaranteed the | owest
price. They don't -- they don't do that?

M. Roark: So, what we did as the OGto try to
oversee this particular itemis that we went to | ook for
ot her benchmarks, |ike you said. So, whether that is other
Federal health care prograns, Medicare, Medicaid, or
whet her that is retail prices, you know, we were kind of
searching for, you know, what would be a reasonable price
for these itens.

However, | think that that is the concern and to sone
degree the frustration with the pay to billed nodel, which
I's, you know, there is a conpeting interest where DHA wants
to get the itemout to service nenbers in a tinely manner
so there is the kind of -- sone incentive to do that
qui ckl y.

But on the other side, we also want to ensure that we
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get what we paid for, and we pay a fair price. And so that
achi eving that balance is critically inportant.

Senator Scott: So, is it in -- your report when you
| ook at DHA overpaynents, was it a little bit of noney?
Was it -- and so, you have the nunbers on how nuch it is?
Are we tal king about quite a bit of noney?

M. Roark: Correct. So, for breast punps, the total
anount that was paid in 2016 was about $28 mllion. And we
have cal cul ated that the excessive charges or the
over paynents were about $16 nillion.

Senator Scott: So, what is the total value of DHA
overpaynents found by the Inspector General? How nuch
noney -- for everything. Do you have a total nunber?

M. Roark: Across the entire health systen? | don't
have that nunber, but | nmaybe | can speak to these
exanples. But again, | think we highlight these exanples
as a way of showing that there is nuch nore out there, and
that, you know, great efficiencies could be achieved across
the board if sone of these | essons | earned are applied
across the board.

Senator Scott: Thanks.

Senator Warren: So, | really appreciate this
direction on the conversation because it is about what
information is available to us. So here we are, we are

tal ki ng about civilian enpl oyees, service nenbers, and as
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we see up here, the contractors.

And the idea that when we tal k about defense
contractors, nost people think about Lockheed Martin or
Boei ng, you know, these giant conpanies that wi n these huge
contracts to build fighter jets or bonbs.

But the DOD relies a lot on what it calls service
contractors. These are contractors |ike Booz Allen,

McKi nsey, and CAClI, hired to do things |ike accounting,

| egal services, consulting. Over the past two decades, the
Depart ment of Defense has gone from spendi ng about $100
billion a year on service contractors, to $205 billion in
2022.

And this is the point. It is not quite half of the
entire budget that we are spending, but it sure starting to
crowmd inonit. M. Msher, you |l ead the National Security
Di vision for the Congressional Budget Ofice, and you have
decades of experience in budget analysis.

We know from public reports that DOD currently enpl oys
2.1 mllion mlitary personnel and about 770,000 civilian
personnel. And | amgoing to ask you something | think you
answered in your original testinony, but it is inportant
enough here. | want to underscore it. Do we know how many
contractors DOD enpl oyees?

M. Msher: 1In a wrd, no. W just don't know yet.

Senator Warren: W don't know. And | think | heard
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you in talking that the estimates that the estinates are
fromhere -- it is not that we don't know down to the | ast
person. W don't even know what the ballpark is here, |
take it fromwhat you said that.

M. Mosher: That is correct. W don't know what the
maxi mum nunber is. W -- there is -- OVB provides data in
their object class analysis that gives the size of the
service contracts thenselves. One way of cutting it would
be about seven -- what, $274 billion in 2022, | believe.
But that tells you what the cost of the contract is, it
doesn't tell you either the nunber of the people or how
much we are paying in |abor.

So, there will be | abor and non-Iabor costs. One
thing that is -- you know, there are different types of
contracts. There are people who now | awns and nuch of
their costs would probably be | abor. There are peopl e who
sit in chairs, you know, next to civilians and mlitary in
t he Pent agon.

Their costs are probably nostly |abor. But there are
al so service contracts that provide mai ntenance of tanks
and such |like that, where you would expect a snaller
portion of their costs would be |abor, and, you know, they
are buying parts. And so --

Senator Warren: So here we are spending nore than

$200 billion on service contractors. W don't really know
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how many people we are hiring or what we are paying these
peopl e.

And we accepted the GAO estimate of $200 billion. |
just want to point out, CBO has said it may be closer to
$300 billion. The inability of Government accountants even
to estimate how nuch we are spending is a sign that
Pent agon contracting is badly broken.

Now, every tinme that DOD decides to hire a contractor
to performa service for the Departnent, they are supposed
to, by law, be taking that on because it is the cost
effective way to get the job done.

Ms. Field, this is right in your wheel house. Does DOD
collect data that would allow its nmanagers or all ow soneone
doi ng oversight to conduct a cost conparison to figure out
whet her or not the Departnent should contract sonething out
or do that work in-house?

Ms. Field: No. So, it is a source of cost savings,
in fact, to in-source positions, to convert themfrom
contractor to civilian. The Departnent used to have a
dat abase that provided sone fairly detailed information
about contractors that would potentially help that sort of
anal ysis. Recently, DOD shifted to a Federal Governnent
w de dat abase systemthat has | ess data.

Senator Warren: So, we now know | ess than we used to.

We spend nore and have | ess information about it. You
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know, the Departnent of Defense's Cost Assessnent and
Program Eval uation O fice found that in sone cases, defense
contractors can cost two or three tinmes as nmuch as civilian
enpl oyees doi ng exactly the sanme work.

As you say, people sitting side by side. 1In other
cases, they are just outright fraud. |[In 2014, the
Depart ment of Defense Inspector General found that defense
contractor Northrop G umman i nproperly billed the
Governnment nore than $100 nillion for enployees to provide
training and | ogistics support for counter-narco terrorism
t echnol ogy program

Sounds |like an inportant program Northrop G umman
was chargi ng the Governnment an average, an average of 100
billable hours a day for a single enployee. Now, M.

Field, pretty clearly, nobody can work nore than 24 hours
Iin a day, so it is a pretty clear sign that fraud is going
on. Wen you see sonething like that, right, no one should
have any doubt. There is fraud here. Can DOD or DOD I G
easily detect these kinds of overcharges or excessive
rates?

Ms. Field: So, | amnot famliar with that particul ar
case, but | can absolutely tell you that it is very hard to
detect and to prove fraud. That is why things |like
hotlines are so val uable for Inspectors General and GAQ.

| wll also note very briefly that GAO has reconmended
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Their gui dance Departnent wi de currently does not require
routine fraud risk assessnents. That is sonething that
shoul d be goi ng on.

Senator Warren: Ckay. So that they don't know how
many contractors they enploy, and they don't have systens
in place that will catch even bl atant fraud.

Unfortunately, it gets worse from here.

When DOD submts its annual budget, it has to include
a projection of the long termcost of its prograns so that
we know not just what sonmething is going to cost in year
one, but what it is going to ook |ike on down the road.

Ms. Field, can DOD estinmate what its future costs are
for service contracts that go beyond this Fiscal Year?

Ms. Field: Not nearly as well as we would Iike. The
Departnent did not used to include services contracting at
all in the FYDP, as you nentioned, the five year future
defense program That was astounding to us because service
contracts represent consistently about half of the
Departnment's contracting costs.

They have nade sone inprovenents in this space, but
there are nmany nore they could make. WII| be issuing a
report soon with sonme recomendati ons.

Senator Warren: And | appreciate that. |In fact, the

GAO has reported that DOD has "limted visibility" into
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| don't know how it is that the rest of us are supposed to
exercise oversight. So let ne ask you one nore, M. Field.

The GAO has put DCD service acquisitions, meani ng how
DOD manages and nakes deci si ons about hiring outside
contractors to performduties |ike program anal ysis or
engi neering advice, on your high risk list. That is what
you call it, your high risk list. Wat does that nean?

Ms. Field: The highrisk list is a report we put out
every two years of the areas of the Federal Governnent that
are nost vulnerable to fraud, waste, and abuse and, or are
I n need of significant managenent. DOD has nbre areas on
the high risk list that any other agency.

Senator Warren: Al right. So, thank you. | just
want to summari ze here what you all have just told ne. DOD
doesn't know how many contractors it hires.

DOD can't track whether those contractors will cost
nore noney or | ess noney than having a Federal enployee do
the sane job. DOD does not have systens in place to catch
even the nost bl atant frauds when contractors try to cheat
the Anmerican taxpayer.

DOD cannot estimate the long termcosts of hiring
contractors, and DOD recogni zes that the decisions it nakes
about service contractors run a high risk, one of the

hi ghest risks in Governnent that the taxpayer is getting

45
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cheat ed.

The Departnent of Defense is not in a position to nake
smart deci sions about how to spend taxpayer dollars. It
doesn't have basic data about what things cost. And if
Congress doesn't have this information, then we can't
exerci se appropriate oversight.

We should require the Pentagon to put better systens
In place to collect these data and then nake these data
avai |l able to you and us. Thank you. Senator Bl unenthal.

Senator Blunenthal: Anmen. | think that is a very
power ful sunmmary of what we need to do with respect to
contracting and personnel, nonmlitary service contracting,
and other simlar kinds of DOD contracting. But | want to
cone back to the recruitnent issue. Because | think of al
the challenges to our mlitary right now, the clear and
present danger is we are not going to get enough good
people to wear the uniform

And the statistic that you provide, 72 percent, that
Is the Arny's percentage in neeting its recruiting goal. |
had breakfast this norning with the cormandant to be,
hopefully he will be confirmed soon and -- of the Marine
Corps, and he was very proud of the fact Marine Corps neets
its recruiting goals.

And Senator Kaine and | had sone experience with

Marines. Qur two sons served as active duty in the Marine
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Corps. | have another son who was a Navy SEAL whom Senat or
Warren knows. And they didn't go into it for the noney.

At the tinme they were single, so they didn't really care

t hat nuch about the housing and schools for Kkids.

And | notice that you make sone recomendati ons about
how to address this issue, get nore reliable data, nonitor
pl ans and strategies for effectiveness, goals, plans, and
strategies. But | think that sonething nore fundanental is
needed here because you can nonitor, you can strategize,
but unl ess you are reaching the people you want to recruit,
it just won't work.

And | wonder if any of you have insights, for exanple.

W are going to raise -- if we can get this NDAA approved,
we wll raise mlitary pay 4 percent, 5 percent. | don't
know whet her that will nmake a difference.

What is the key here? Should we |ook to the Marine
Corps as an elite service? Do we need nore of the kind of
spirit, image -- | don't know. You know, there are plenty
of ads that try to recruit young people. So, tell ne what
your thoughts are.

Ms. Field: |If | could begin, I would just offer two
qui ck thoughts. The first is | think quality of life in
the mlitary is incredibly inportant for recruitnent
because in all of our work, we often hear that young,

enlisted service nenbers talk about their experience with

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

48

t heir buddi es back hone or with their famlies.

And when they hear, for exanple, that they are living
I n housing, barracks that is in very poor condition, their
buddi es and their famly nenbers get the nessage, don't go
into the mlitary. So that is ny first thought, quality of
life, which can cover a |ot of things to include housing,
but al so things Iike pay, conpensation, food.

My second thought just for your awareness is that we

are right now conducting an audit, |ooking at the

recruiting prograns across the services that will include a
| ook at their use of digital and social nmedia. | don't
have any results fromthat audit yet, but we will certainly

provi de them as soon as we have.
And that mght illum nate why the Marine Corps is nore

successful than other services, particularly the Arny.

Senat or Bl unenthal: Any others?
M. Roark: For nme. | think just to echo the points
that nmy coll eague Ms. Field nmade. | think that health care

Is an inportant part of taking care of the soldiers that we
have and making sure that their quality of life is as good
as possi bl e.

And so, | think that, you know, efficiencies that we
can gain in the health systemto nake every dollar count is
critically inportant, and | think that is why we are all

here today to explore opportunities to do that.
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And then on the housing side, |I know we have done a
nunber of projects on housing hazards, health hazards and
so forth, that, you know, mlitary famlies face in
privatized housi ng.

And then we are also conpleting a series of
eval uations right now on the Fiscal Year 2020 NDAA
provisions for privatized housing. W are in the third

year of a three year series of evaluations on that.

Senator Blunmenthal: Well, | look forward to the
audit. It can't cone soon enough, but | want to add one
nore perspective. You know, | recently visited G oton,

where our arny is training Ukrainians to fight.

And | have never seen Anerican troops nore notivated
and engaged than they were in training these young
Ukrai nians. W are about to go fight and die. These are
young peopl e who were bakers and teachers and conputer
scientists, and they are being taught by our Arny who have
i ncredible skills and the chal |l enge of teaching those
Ukrai nians their profession. It is a profession.

Elicited such notivation. And, you know, the food
Isn't great. The housing is okay, but not great. But the
mssion is really what drives them And so, | don't know
how we attract people. You know, | have seen sone of the
soci al media, sone of the ads about the m ssion. But

that's just a, you know, a thought, not an original thought
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by any neans, but one that. Struck ne thinking about
recruitment.

Those young troops fromour Anmerican troop are going
to talk about that experience their whole lifetinme. And
t he sane happened, you know, Senator Kaine and | visited
one of the bases where Ukrainian refugees were brought
back. And these -- and there were Marines there. These
Mari nes had never been deployed. But working with the
refugees i s an experience, again, a mssion for them

It is not a conbat m ssion, but it is sonething where
their sense of purpose is really fulfilled. So just, you
know, a thought and I don't know how we put it into the
recruitment program but it just struck nme that that is
going to be a selling point if we want to get the best and
bri ght est.

M. Mosher: Senator, if | could, on your question
about recruiting and such. As sort of the data guy, we
-- one of the things | think you need to ook at is, are
the services putting the noney that they should be into the
recruiting budgets? How does the Arny's recruiting budget
and nunbers of recruiters this year conpared to one year
ago or two years ago?

Are they actually sort of doing what they -- you would
think they would do, and that is putting nore noney agai nst

that. So, |look at the nunbers. And also, don't forget, we
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are in a boomeconony in terns of enploynent and the
mlitary always has trouble recruiting when you can nake
good noney on the outside.

So that is another thing to keep in mnd as you are
| ooki ng at this.

Senator Blunmenthal: W are in a boom econony. But
you know what ? What the Marine Corps does is they take
sone of their best people and they put themon recruiting.
It is not a backwater for them

It is essential. They nake it -- you know, they put
it as a priority. You know, you are great at what you do
as a Marine? W are going to put you out to get nore great
Marines. It is not kind of the fallback for a well, you
know, so-and-so can't really do the job, let's put himinto
recruiting.

W will send them out, you know, Hartford,
Connecticut. The Marine who goes to Hartford, Connecticut,
I s anong the best because he has to attract the best. So,

j ust anot her thought.

Senator Warren: It is a powerful point, Senator
Bl ument hal . Senator Scott.
Senator Scott: So, | just want to follow up with what

Senat or Blunmenthal said. So, | joined the Navy at 18.
They didn't tell me | was going to sleep in barracks -- you

know, we didn't have barracks. W had a ship. 57 -- 57
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-- 3racks up. | think it was 7 feet tall. So, we had a
lack -- a rack that was as long as | amtall. You know,
everything we owned was in a container that size. That was
it.

So, the showers actually didn't work that nuch because
when we out to sea, because the desalinization stuff didn't
work a lot of times, and they shut it off right in the
m ddl e of the shower, which is really nice. Ri ght when you
had -- when you had soaped down. Food, not the best.

Better than what ny dad had. He was in the Arny. So,
| think it goes back to mssion. And we had a hearing on
this, and | don't know if you renmenber hearing nuch about
how they were selling mssion. | didn't. But the truth
Is, if you are in business, if you can't sell a m ssion,
you are not going to recruit good people.

Actually, our offices | bet can find -- we find really
good peopl e because we have a mssion. And so, | think it
goes back to, we got to really sell why we are doi ng what
we are doing. And I think our mlitary | eadership and
whoever is the President has got to sell the fact that we
are doing this for a very specific reason and purpose, and
how i nportant it is.

And if we don't, | think it is going to continue to be
hard. And you have to admre what the Marines are doing

because they figured it out. So, can | ask you a question,
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does anybody neet with you all? | nean, you put out these
nice reports. Does anybody care, you know, fromthe
mlitary? W cares -- who talks to you guys? | nean --

Ms. Field: Yes -- | would say, yes. You know, we,
for the nost part, have a good working sort of collegial
relationship wwth DOD officials. They do inplenment many of
our recomendations. But | wll also note DOD has the
| owest i nplenentation rate in terns of inplenenting GAO
reconmendati ons conpared to ot her agencies.

So, yes, they neet with us. | think many of them are
commtted, hardworking civil servants. But we would |ike
to see our recommendations inplenmented at a higher rate.

Senator Scott: Sane thing?

M. Roark: So, for us, sane thing for us. So, |
t hi nk, you know, we do a |lot of outreach with senior
officials and with others, and whether that is around the
world. | travel around the world to neet with folks in
di fferent organi zations and di fferent commands and
understand what their challenges are and so forth.

And | think we get very positive, candid feedback
there. And then once we issue a report, or | believe that
for the nost part, you know, DOD handles it in a very
prof essi onal way and takes it seriously. And, you know,
soneti mes recommendations are, you know, a little harder to

I npl ement. But for the nost part, | think the relationship
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M. Msher: W are not really a recomrendati on
generating agency. W don't nmke reconmmendati ons and kind
of till nmore with policy, options, and choices. So, it is
alittle less direct.

But we certainly do hear from DOD when they don't |ike
things that we have witten or when they like things that

we have witten. W hear from menbers or staff on the

commttee. So, | think it just really depends for us on
t he study.

Senator Scott: Well in business, you know, the
sharehol ders, the board -- | nean, you don't get your

-- you don't keep your job if you don't do your audit,
right? Right, | nean, it is the nost basic thing you have
to do. O the CEOis not going to stay there. Because if
you get a bad audit, | nean, you can be delisted if you are
a public conpany.

So, | guess part of it is we have got to hold people
accountable on our part at the senior level. |If they are
-- if we expect themto foll ow what you guys do. M.

Field, can | ask you a question. Can you tell nme what the
difference between -- |like, take an officer that has, you
know, active duty mlitary working for them And then they
hire an outside firmto do the work.

And so, you end up with either a civilian that works
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for Booz Allen or whatever. How do they nmanage thenf

Because it sure seens like it would be awfully
difficult if they don't -- if they are not in the mlitary
and you are an officer, how do you manage these peopl e?

Can you fire then? Can you say, you know, you are not
going to get a pronotion? Wat do you get to do?

Ms. Field: Yes, that is a great question. You know,
| think it is difficult, and I think part of the issue, and
Il wll go back to the health systemjust because it is an
exanple that | think, you know, people can really grasp and
identify with. The contracting conpanies, so let's say
Booz Allen, they get to decide who they are going to send
to fill a contract.

And what we heard when we went around to mlitary
treatment facilities is, if we don't |ike the candidate
that they send -- and they, by the way, have -- the
conpani es have 30 to 60 days to propose a candi date, they
can send that candi date back, but then that conpany has
anot her 30, sonetines 60 days --

Senator Scott: And you are paying all this tinme?

Ms. Field: The contract, yes. And so, what we heard
from MIF was that in sone cases they have to deci de between
filling a position with a subpar candi date or | eaving that

position vacant. So, it is a real problem
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Senator Scott: \What about on the -- what about if
they are a Federal enployee. So, if the choice between a
Federal enployee and a mlitary nenber, how do you nmnage
t hen? What woul d be the differences?

Ms. Field: So, | think my understanding, and | have
certainly observed this, is that active duty mlitary try
to treat everybody as part of the team It is not
surprising, given the enphasis on | eadership in the
mlitary.

But they do still face the sane struggles that we see
sort of across the civilian workforce. And so, Senator
Warren pointed out the GAO s high risk list. Federal
strategi c human capital is on that high risk |ist because
It is so hard to manage the Federal workforce, civilian
wor kforce in the way that woul d be nost effective.

Senator Scott: Thank you.

Senator Warren: Thank you. So, | want to talk a bit
nore about healthcare. And just so anybody who i s watching
this knows, service nenbers and their famlies get their
heal th care coverage through TRI CARE that we have tal ked
about sone today. This is the DOD s managed health care
program

And it is run, you guessed it, by private contractors,
i ncl udi ng one of the largest health insurance conpanies in

the country. The cost of this health care coverage is
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shared by taxpayers, and in sone cases by servicenenbers
and their famlies who have co-pays on sonme of the care
t hat they get.

The Defense Health Agency is responsible for managing
t hese contractors, and it provides the reinbursenents for
nmedi cal procedures, services, supplies, whatever is
purchased under this. Years of support show that TRl CARE
Is allow ng ranpant price gouging by health care providers,
driving up costs for beneficiaries and ripping off
t axpayers.

The Departnent of Defense |Inspector CGeneral has |ong
war ned about the costs of letting TRI CARE fraud conti nue
unchecked. W have tal ked about two exanpl es today, breast
punps that are for sale at Wal-Mart for $192.

The Federal Governnent, through TRI CARE and a private
contractor, ends up paying as nuch as $1,500. Vaccines
t hat everywhere el se can be purchased for $127. Wat
happens through TRICARE? It reinburses $1,848 for exactly
t he sane vacci ne.

Now, nedi cal supply conpanies nake a profit when they
can sell itens to private insurance conpanies. That is how
they stay in business. But insurance conpanies typically
set a cap on what they will reinburse for a product.

Your audit found that the reason DHA was payi ng these

clearly inflated prices was either because the Federal
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Governnent had failed to set price caps or maxi mum

rei mbursenent rates for these products. In other words,
DHA had effectively told these conpanies that they were
willing to pay whatever it was the conpany wanted to
char ge.

Even in cases where the DHA has set those rates, the
DHA continually failed to enforce the caps or to claw back
noney when they had been overcharged fromthe original
agreenment. Now, M. Roark, when TransDi gm overcharged DOD
for spare parts, let's get out of health care for a second,
your office recomended that DOD ask for a refund.

DOD did, they asked for the refund, and the Anerican
t axpayer got $16 million back. But what did DHA, let's go
back to health care, what did DHA say when you recomended
asking for a refund for TRI CARE price gouging, both in
areas where they had never set a rate to begin wth or
where there was a cap, but DOD had not enforced it? What
happened when you asked them go get the noney back, or at
| east some of it?

M. Roark: So, in our two reports, we kind of covered
this in two ways. First, we asked themto seek voluntary
repaynents for instances where very high prices had been
charged for services or for itens.

Then in other cases, we asked themto recoup noney for

I nstances where they did not enforce the cap, as you
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mentioned. So, in the end, the DHA recovered about $100
-- about $712 was the kind of the total anount that they
r ecouped.

Senator Warren: | amsorry, did you say $712?

M. Roark: Yes -- $712,000 -- $712, 000.

Senator Warren: Okay. Al right. $712,000, okay.

M. Roark: And in terns of the anobunt of voluntary
repaynents, it was zero.

Senator Warren: And voluntary repaynents was zero.
In fact, | have the quote here fromyour report. DHA said
-- this is when they have over been overcharged. DHA said,
"the idea of voluntary paynents is not realistic."

In other words, we just aren't going to do it. So,
why was it in many cases here that DHA didn't even try to
get the noney back? You know, it feels like a failure of
bot h oversight and will.

I nterestingly enough, the forner head of DHA, the one
who made these decisions not to seek voluntary repaynents
because they said we are just not going to get anything
fromthat, retired fromthe agency in 2019 and a year |ater
joined the board of the | argest TRI CARE contractor.

M . Roark, how nuch do you estimte that DOD could
save if it just set maxinmum prices caps, |ike ordinary
I nsurance conpani es do, and then actually enforced those

caps?
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M. Roark: So, | can't say across the entire health
system because that is just a lot of different areas.
However, for these two reports that we are here di scussing
today, we calculate that the savings that could be achieved
by i npl ementi ng our recomrendati ons was around $100.7
mllion. That is $81.2 mllion for the breast punps report
and $19.5 million for the second report.

Senator Warren: (kay. So, | just want to underscore
this. It is $100 nmillion for breast punps, which is
I nportant, but | nean, and vaccines, and that is it. W
have got $100 million there, and we have to assune this
probl emexists all the way across. You know, | amvery
concerned that DHA is failing to protect TRI CARE
beneficiaries and allow ng these conpanies to rip off
t axpayers.

Yesterday, | sent a letter to both the DOD and DHA
aski ng both agencies to inprove oversight and transparency
around current TRI CARE spending and put new rules in place
to prevent price gouging of our mlitary famlies in the
future. | think we are going to have a lot nore work to do
In this area.

Do you have anot her question you would |ike to ask?
You mind if | do one nore and then | wll be finished?
kay. So, | have got one nore round that | want to ask

here. During the Cbama Adm nistration, Ash Carter, who was
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t hen head of acquisitions at the Pentagon, |ed an
initiative to identify inprovenents in how DOD contracts
for services. This initiative was called, Better Buying
Power, and it identified $90 billion in potential savings
over 12 years. Let ne say that again $90 billion.

One of the biggest recommendati ons was changi ng the
way that DOD wites contract requirenents when it buys
services, everything from cl eaning buil dings to managenent
consultants. The GAO wote, and | want to quote what the
GAO said, "determ ning whether to contract for such
services, elimnating duplicative or unnecessary servi ces,
and effectively managi ng and overseeing contractors is
vital to DOD achieving its m ssions."

Ms. Field, help ne translate those recommendati ons
into terns that people who don't do acquisitions policy for
aliving wll understand. |Is this the basic idea that you
can protect your budget when you are buying a service by
bei ng cl ear about what you expect from whonever you hire,
and that you should probably do an assessnent on the front
end to determ ne whether or not you need that work at all.
| s that about right?

Ms. Field: That is exactly right. And maybe to give
an exanple in DOD. This would be, for exanple, one of the
services, let's take the Arny, deciding that it needs to

figure out how much it is spending on grounds nai ntenance,
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right, which is sonmething that happens at mlitary
i nstall ati ons across the worl d.

Under this practice, the Arnmy should figure out how
many contracts does it have for grounds mai ntenance? How
many does it need? And how can it cut costs by perhaps
consolidating contracts? It is pretty sinple. It is
sonething that we all do in our own househol ds.

Senat or Warren: Ask for a vol une discount --

Ms. Field: Right, absolutely. So that is the idea.

Senator Warren: Ckay. kay. You know, it is a
real ly inportant insight because we are tal ki ng about
things that pretty nuch every business in Anerica does and
pretty nmuch every famly by figuring out in advance what
they are getting and what they are paying for it.

So, do you have any idea, Ms. Field, how nmuch noney
DOD woul d save if they conducted these reviews before they
shovel ed the noney out the door?

Ms. Field: So, | don't have an across the board
estimate for you, but I wll offer two points. The first
is that we know that when two of the snmaller DOD conmponents
used this practice, specifically the Defense Logistics
Agency and the Defense Threat Reduction Agency, DTRA, when
they did this, they saved hundreds of mllions of dollars.
And those were --

Senator Warren: Hundreds of mllions for just the
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smal l er --

Ms. Field: Just two snall conponents.

Senat or Warren: Ckay.

Ms. Field: And | would -- ny second point | would
offer is that if you think about the anmpbunt that DOD wit

| arge i s spending on services contracting, $205 plus

billion, if they were able to save just 1 percent of that,
there is $2 billion right there. So, there is a |ot of
potenti al .

Senator Warren: That is a one year.

Ms. Field: That is one year.

Senator Warren: And it conpounds over tine, as you
were tal king about, the effects of this. You know, it is
great that DLA and ot her agencies are saving noney, but it
Is the mlitary services who buy the lion's share of the
servi ces here.

So, | just want to make sure that | understand, that
the mlitary services are not doing simlar reviews to the
ki nd you tal ked about across other areas to elimnate
duplicative contracts and try to save noney.

Ms. Field: So originally really were not doing it,
which is problemati c because, as you nentioned, they
account for about three-quarters of the service contracting
dollars for DOD. GAO reconmended that the services adopt

this practice.
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They have begun inplenenting it to varying degrees of
success. But we are just about to issue a new report in
the com ng weeks that will identify sone recommendati ons
for the services to do it better, to hopefully get better
results.

Senator Warren: But this -- you are going to nake
this recommendation to the sane services that you said have
the |l owest rate of picking up your recommendations. |Is
that right?

Ms. Field: Qur hope is that they will take them
seriously and i nplenment them

Senator Warren: We will find ways to make themtake
this nore seriously. You know, | just want to underscore
here about how we are | eaving noney on the table here.

The better Buying Power Initiative that | tal ked about
a mnute ago estinmated that sharpening DOD s pencils on
revi ew requi renents al one could save $44 billion over 10
years on consulting and research and devel opnent
contractors. |If we got even a 10th of that savings, we
woul d be tal king about real noney here.

When DOD asks for supplenental funding, we should
rem nd themthat by followng a few basic accounting and
oversi ght practices, they would have another $44 billion to
spend, and ask why, if they really need this noney, they

haven't already done that.
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This is just one area where DCOD coul d score huge
savings. You start to nultiply that in other areas and we
are tal king about significant noney here. So, | am going
to make a closing statenment. You have cl osing statenent,
anyt hing you want to say?

| just want to thank all of our witnesses. | want to
t hank you for your service. | want to thank you for
testifying today. | want to thank you for continuing to
make recomendations, and to stay on this. | also want to
thank Jon C ark, and Gary Leeling, and Andy Scott, and
Sofia Kamali, and Noah Si sk, and Sean O Keefe, and Katie
Magnus, and Brendan Gavin for their work in hel pi ng put
t hi s hearing today.

| really appreciate your contributions. | am/l ooking
forward to working with all of you. W are commtted to
ensuring that service nenbers and their famlies receive
all of the resources and all of the support that they need.
It is clear fromtoday's hearing that DOD has a | ot of work
to do to nmake sure that we have the right cost efficient
m x of Federal enployees, mlitary personnel, and
contractors.

Those failures add up. DOD s own estinates say that
we coul d save $90 billion over the next 12 years, and our
W t nesses today have identified other areas where we can

save, and we know there are nore reports comng on this.

65
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| remain concerned that the Pentagon is too focused on
I ncreasing its budget and neglecting to exercise due
diligence to prevent waste and fraud in the noney that we
have al ready allocated. Senator Scott.

Senator Scott: So first off, think about what we can
do, all right, if we -- so take M. Roark, what you said
that they didn't get voluntary. Wat if we asked about it,

all right. So, if you guys will think about that.

Let me get, | will give you just sonme of ny back -- ny
busi ness background. This was 26 years ago. | ran a
hospi tal conpany. Qur revenue base was $24 billion. M
savings over -- took ne a few years to get there -- was
$2.4 billion. It is how nuch, then how nmuch costs | cut
out of -- and that was out of, our cost structure would

have been out of 25 percent of the cost. Sonething Iike
t hat .
And so nmuch of ny savings there. | nean, this is

staggering, the dollars that you can save. Wen you have

the Governnent -- when you have the Governnent's buying
power, | nean, it is not alittle bit. 1t is staggering
the dollar nunbers. So, | don't want to speak on behalf of

t he chai rwoman, but if there are things that would be
hel pful that we can ask for -- | think both of us are in
t he same position.

We support our mlitary. The fund issue -- and | am
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not -- I amnot sitting here, and | wouldn't say, gosh, |
amhere to cut mlitary spending. | want to nake the
mlitary spending smart, efficient, and have a | et hal
force. But we do have $32, | think you said it, M.
Fields, we got $32 trillion of the debt.

We have to spend our noney better. W can't -- |
mean, this is, we have got problens. So, if you guys have
any ideas. Do you want to say sonething, M. Field?

Ms. Field: Yes. If | may, | do want to point out
that GAO i ssues what we call matters for Congressional
consi derati on.

These are recommendati ons to Congress of inprovenents
that we think should be nade to prograns, many of themt hat
coul d save noney. W just issued a report estimating the
total anmpunt, which was billions that the Governnent could
save.

There is one that is relevant to the discussion today
t hat we have nmade and has not yet been inpl enented, and
that was a recommendation that Congress elimnate the
Secretary of Defense's authority to contract with U S,

Fam |y Health Pl an providers.

This is a very small, little known program but when
we assessed it back in 2014, we found that that program
| argely duplicated providing the same benefit to the sane

beneficiaries and many of the sane areas as participate in
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the TRI CARE prine program

The problemwith the U S. Famly Health Plan, besides
the fact that it is duplicative, is that the contractors or
t he conpani es that provide services under this do not need
to conpete in the sane way that you typically would, nor do
t hey have to have transparency in how they price out their
servi ces.

So, thereis -- that is one matter for Congressional
consi deration that remains uninplenmented, and if
I npl enent ed, could save hundreds of mllions of dollars.

Senator Scott: You said, M. Msher, this bastion is

on the service contracting, that you don't have data.

Thi nk about how nuch data there is. They don't have -- al
that is available. They are just not giving it to you. It
iIs all -- all that data is out there because it has to be

in the contract, right?

M. Mosher: Well, | think that is the issue, how nuch
Is in actually in the contract in ternms of |abor costs and
on | abor costs. There is actually hope in the sense that
the Arnmy, we think, kind of cracked this.

They had for several years data that they were | ooking
at service contractors, they were demanding fromthe
contractors information of the sort that we think would be
very useful up until about 2015, and then it got w apped up

into the broader DOD system and now we are getting | ess
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t han we had before.

So, you could | ook back to the way the Arny reported
and try to use that as a nodel. W think that the OP-8,
which is one of the budget displays that DOD provides to
t he Congress, which deals with civilians and ot her | abor,
does not really capture nuch.

And if you could do sonething parallel for service
contractors, that would be data we could use. | nean, |
guess ny sense is the best way to start controlling these
sorts of things is to have better data. So, and you can
ask for that.

Senator Scott: Good job. Everybody gets a good job
t oday.

Senat or Warren: Thank you.

M. Roark: Can | add one point? One the consistent
t henmes that we enphasi zed across our reports was
enphasi zing to the DOD how i nportant vol une di scounts are
and using our negotiating power to see if we can achi eve
better prices and | ower cost through that as well.

And | think that regarding sone of the points that we
have all discussed today, | think that for nme, the | essons
that we can learn fromthe two reports today is just being
proactive, taking a | ook at the data for trends to try to
i dentify problens before they becone a crisis and a | ot of

noney i s spent, and, you know, using those benchmarks, as
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we tal ked about, to nake sure that we are getting the best
price possible.

And then periodically reviewng and nonitoring it to
make sure that we follow through and ensure that those
steps that we inplenent are effective.

Senator Warren: Thank you very nuch, all three of
you. Thank you for your service to the country. Thank you
for being in here today. And | hope we will all stay in
touch. Thank you. This hearing is adjourned.

[ Wher eupon, at 5:34 p.m, the hearing was adjourned.]
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