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THE FUTURE OF DEFENSE REFORM

WEDNESDAY, OCTOBER 21, 2015

U.S. SENATE
COMMITTEE ON ARMED SERVICES
Washington, DC.

The committee met, pursuant to notice, at 9:30 a.m. in Room
SH-216, Hart Senate Office Building, Senator John McCain (chair-
man) of the committee, presiding.

Committee members present: Senators McCain, Inhofe, Sessions,
Wicker, Ayotte, Fischer, Cotton, Rounds, Ernst, Tillis, Sullivan,
Lee, Cruz, Reed, Nelson, Manchin, Shaheen, Gillibrand,
Blumenthal, Donnelly, Hirono, Kaine, King, and Heinrich.

OPENING STATEMENT OF SENATOR JOHN McCAIN, CHAIRMAN

Senator McCCAIN. Good morning. The Senate Armed Services
Committee meets today to begin a major oversight initiative on the
future of defense reform.

This will be the first in a series of dozen hearings that will pro-
ceed from a consideration of the strategic context and global chal-
lenging—challenges facing the United States, to alternative defense
strategies in the future of warfare, to the civilian and military or-
ganizations of the Department of Defense, as well as its acquisi-
tion, personnel, and management systems, much of which is the
legacy of the Goldwater-Nichols reforms that were enacted in 1986.

There is no one, in my view, in America that is better to help
us begin this effort than our distinguished witness, the former Sec-
retary of Defense, Robert Gates. We welcome him back for his first
testimony to Congress since leaving the Department.

Dr. Gates, we know that you have eagerly awaited this day with
all of the anticipation of a root canal.

[Laughter.]

Senator MCCAIN. Few defense—in my view, none—defense lead-
ers can match Dr. Gates’ record as a reformer. He directed more
than $100 billion in internal efficiencies in the Department of De-
fense. He eliminated dozens of failing or unnecessary acquisition
programs. He held people accountable. He even fired a few. And
yet, by his own account, Dr. Gates left, overwhelmed by the scope
and scale of the problems at the Defense Department.

This is the purpose of the oversight effort we are beginning
today, to define these problems clearly and rigorously, and only
then to consider what reforms may be necessary. There is profound
urgency to this effort. The worldwide threats confronting our Na-
tion’s—Nation now and in the future have never been more com-
plex, uncertain, and daunting. America will not succeed in the 21st
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century with anything less than the most innovative, agile, and ef-
ficient and effective defense organization. I have not met a senior
civilian or military leader who thinks we have that today. In no
way is this a criticism of the many patriotic mission- focused public
servants, both in and out of uniform, who sacrifice every day here
at home and around the world to keep us safe. To the contrary, it’s
because we have such outstanding people that we must strive to
remove impediments in our defense organizations that would
squander the talents of our troops and civilian—and civil servants.

Now some would argue that the main problems facing the De-
partment of Defense come from the White House, the National Se-
curity Council staff, the interagency, and, yes, the Congress. You
will find no argument here, especially about the dysfunction of
Congress. We must be mindful of these bigger problems, but ad-
dressing many of them is outside this committee’s jurisdiction.

Americans hold our military in the highest regard, as we should.
At the same time, our witness will explain, the problems that he
encountered at the Defense Department are real and serious. Just
consider chart 1, here. In constant dollars, our Nation is spending
almost the same amount on defense as we were 30 years ago, but,
for this money today, we are getting 35 percent fewer combat bri-
gades, 53 percent fewer ships, 63 percent fewer combat air squad-
rons, and significantly more overhead. How much is difficult to es-
tablish, because the Department of Defense does not even have
complete and reliable data, as GAO has repeatedly found.

Of course, our Armed Forces are more capable now than 30 years
ago, but our adversaries are also more capable, some exponentially
so. At the same time, many of the weapons in our arsenal today—
our aircraft, ships, tanks, and fighting vehicles, rifles and missiles,
and strategic forces—are the products of the military moderniza-
tion of the 1980s.

And, no matter how much more capable our troops and weapons
are today, they are not capable of being in two places at once. Our
declining combat capacity cannot be divorced from the problems in
our defense acquisition system, which one high-level study summed
up as follows, quote, “The defense acquisition system has basic
problems that must be corrected. These problems are deeply en-
trenched and have developed over several decades from an increas-
ingly bureaucratic and over-regulated process. As a result, all too
many of our weapon systems cost too much, take too long to de-
velop, and, by the time they are fielded, incorporate obsolete tech-
nology.” Sounds right. But, that was the Packard Commission,
written in 1986.

And, since then, since 1986, as this chart shows, cost overruns
and schedule delays on major defense acquisitions have only gotten
worse. Defense programs are now nearly 50 percent over-budget
and, on average, over 2 years delayed. It’s telling that perhaps the
most significant defense procurement success story, the MRAP,
which Dr. Gates himself led, was produced by going around the ac-
quisition system, not through it.

The rising cost of our defense personnel system is also part of the
problem. As chart 3 shows, over the past 30 years the average
fully-burdened cost per service member, all of the pays and lifetime
benefits that military service now entails, has increased 270 per-
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cent. And yet, all too often, the Department of Defense has sought
to control these personnel costs by cutting operating forces while ci-
vilian and military headquarters staff have not changed, and even
grown. Indeed, since 1985, the end strength of the joint force has
decreased by 38 percent, but the percentage of four-star officers in
that force has increased by 65 percent.

These reductions in combat power have occurred while the De-
partment’s overhead elements, especially its contractor workforce,
have exploded. Nearly 1.1 million personnel now perform overhead
activities in the defense agencies, the military departments, and
service staffs in Washington headquarters services. An analysis by
McKinsey & Company found that less than one-quarter of Active
Duty troops were in combat roles, and with a majority instead per-
forming overhead activities. Recent studies by the Defense Busi-
ness Board and others confirmed that little has changed in this re-
gard. The United States tooth-to-tail ratio is well below the global
average, including such countries as Russia, India, and Brazil.

For years, decades in some cases, GAO has identified some of the
major management and administrative functions of the Depart-
ment of Defense as being at high risk of waste, fraud, abuse, and
duplication of effort. Perhaps none of this should be surprising
when you consider the judgment of Jim Locher, the lead staffer on
this committee during the defense reorganization efforts, three dec-
ades ago, quote, “The remedies applied by Goldwater-Nichols to de-
fense management and administration have largely been ineffec-
tive. They were never a priority for the Act’s drafters, and trou-
bling trends remain. The Pentagon is choking on bureaucracy.” He
wrote that 14 years ago, and the problem has only gotten worse.

Ultimately, we must ask whether the Defense Department is suc-
ceeding in its development and execution of strategy, policy, and
plans. The Office of the Secretary of Defense, the service secre-
taries and service staffs, the joint staff, and the combatant com-
mands are all bigger than ever. But, is the quality of civilian over-
sight and control of the military better? Has the quality of military
advice to civilian leaders improved? Are the joint duty assignments
that our military officers must perform producing a more unified
fighting force? In short, is the Department of Defense more success-
ful at planning for war, waging war, and winning war?

Goldwater-Nichols was perhaps the most consequential defense
reform since the creation of the Department of Defense. And, while
the world has changed profoundly since 1986, the basic organiza-
tion of the Department of Defense, as well as the roles and mis-
sions of its major civilian and military actors, has not changed all
that much since Goldwater-Nichols. It must be asked, Is a 30-year-
old defense organization equal to our present and future national
security challenges?

I want to be clear. This is a forward-looking effort. Our task is
to determine whether the Department of Defense and our Armed
Forces are set up to be maximally successful in our current and fu-
ture national security challenges. We will be guided in this effort
by the same principles that inspired past defense reform efforts, in-
cluding Goldwater-Nichols, enhancing civilian control of the mili-
tary, improving military advice, operational effectiveness, and joint
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officer management, and providing for a better use of defense re-
sources, among others.

This oversight initiative is not a set of solutions in search of
problems. We will neither jump to conclusions nor tilt at the symp-
toms of problems. We will take the time to look deeply for the in-
centive and root causes that drive behavior, and we will always, al-
ways be guided by that all- important principle: First do no harm.

Finally, this must and will be a bipartisan endeavor. Defense re-
form is not a Republican or Democratic issue, and we will keep it
that way. These are vital national security issues, and we must
seek to build a consensus about how to improve the organization
and operation of the Department of Defense that can and will be
advanced by whomever wins next year’s elections. That is in keep-
ing with the best traditions of this committee, and it is how Dr.
Gates has always approached this important work across adminis-
trations of both parties.

We thank Dr. Gates for his decades of service to our Nation, for
generously offering us the benefit of your insights and experiences
today.

And I'd like to apologize for the long statement, Dr. Gates, but
I take—I believe that this hearing must set the predicate for a
number of future hearings that we will be having in order to carry
out—achieve the objectives that I just outlined.

[The information referred to follows:]
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Senator MCCAIN. Senator Reed.

STATEMENT OF SENATOR JACK REED

Senator REED. Well, thank you very much, Mr. Chairman.

And, Dr. Gates, welcome back to the Senate Armed Services
Committee. And let me join the Chairman in thanking you for your
willingness to testify today, and also underscore how thoughtful
and how appropriate the Chairman’s remarks are with respect to
the need for a careful bipartisan review of policy in the Defense De-
partment, and change in the Defense Department.
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I must also apologize. As I've told you before, I have 200 or so
Rhode Island business leaders that I must inform all day long
today, so I won’t be here for the whole hearing. And I apologize to
the Chairman, also.

It’s no accident that the Chairman has asked you, Dr. Gates, to
testify today on—as the first witness in a major effort to look at
the Department of Defense. You have more than 1,500 days as Sec-
retary of Defense, decades serving the United States Government
in roles that range from the National Security Council to the Cen-
tral Intelligence Agency, and then, of course, the Department of
Defense. And your vast experience with DOD and the interagency
process, especially in a post-September 11th context, will be impor-
tant to the committee’s study of these issues as we go forward.

And, while you were Secretary of Defense, you were an out-
spoken critic of your own Department and its ability to manage
critical competing priorities, such as funding military moderniza-
tion and ensuring that the requirements of deployed forces are
being supported appropriately.

In a speech before the American Enterprise Institute, you said
the Department is, in your words, “a semi-feudal system, the amal-
gam of fiefdoms without centralized mechanisms to allocate re-
sources, track expenditures, and measure results, relative to the
Department’s overall priorities.” As a policymaker in the legislative
branch, this kind of assessment from the most senior official in the
Department is deeply concerning, but also very helpful, in terms of
giving us a direction. I look forward to hearing your ideas and
thinking of—about the changes you recommend to us for address-
ing these issues.

Congress has tried to help address some of these problems, as
you have rightly noted, in creating the Deputy Chief Management
Officer. But, one person is not enough to create or compel systemic
change in the largest organization on Earth. And during your ten-
ure, you created two ad hoc entities in the Department, the Chair-
man mentioned, to address rapidly dangerous issues to our troops:
the Mine- Resistant Ambush Protector, or MRAP, Task Force, and
the Intelligence, Surveillance, and Reconnaissance, or ISR, Task
Force. And both of these endeavors were very successful, but they
are just an indication of the kind of more holistic and comprehen-
?ive change that we need to undertake in the Department of De-
ense.

Also in your American Enterprise Institute speech, you made a
critical point. Since 2001, we have seen a near doubling of the Pen-
tagon’s modernization accounts that has resulted in relatively mod-
est gains in actual military capability. And this should be of a con-
cern to all of us. And we’d welcome your recommendations on how
to bring changes necessary to ensure that we’re getting what we're
paying for; in fact, getting more, we hope, bang for our buck.

You’ve also spoken about the need for defense spending to be sta-
ble and predictable, and the importance of the role of Congress in
ensuring that such stability is provided. And former DOD Comp-
troller Bob Hale, who served with you at the Pentagon, wrote re-
cently about the budgetary turmoil he experienced during his ten-
ure, including sequestration, a government shutdown, and con-
tinuing resolutions. Specifically, he wrote, “This budget turmoil im-
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posed a high price in DOD and, therefore, the Nation it serves. The
price was not measured in dollars, since DOD certainly didn’t get
any extra funding to pay the cost of the turmoil. Rather, the price
took the form of harm to the efficiency and effectiveness of the De-
partment’s mission, and we are still confronting those issues
today.”

Finally, during your tenure, Dr. Gates, you were a strong advo-
cate not only for our military, but also the funding the soft-power
tools of statecraft: our diplomacy, developmental efforts, and our
ability to communicate our goals and values to the rest of the
world. As we consider steps to making DOD more effective, I'd also
be interested in your thoughts on the importance of our national
security in enhancing our civilian elements of national power, and
also the impact that sequestration has on these elements.

Again, thank you, Dr. Gates, for your service. I look forward to
your testimony.

Senator MCCAIN. Dr. Gates.

STATEMENT OF HON. ROBERT M. GATES, FORMER SECRETARY
OF DEFENSE

Dr. GATES. Chairman McCain, Senator Reed, probably the least
sincere sentence in the English language is: Mr. Chairman, it’s a
pleasure to be here with you today.

[Laughter.]

Dr. GATES. Frankly, short of a subpoena, I never expected to be
in a congressional hearing again. And, given some of the things
that I wrote in my book, I'm rather surprised to be invited back.

[Laughter.]

Dr. GATES. So, thank you for kind introductory remarks and for
the invitation to address the important topic of defense reform.

I also commend you, Mr. Chairman, for attempting to transcend
the daily headlines and crises of the moment to focus this com-
mittee, and hopefully the rest of the Congress, on institutional
challenges facing the defense establishment. While I've stayed in
touch with my successors periodically and have followed develop-
ments from afar—very afar—my testimony today is based predomi-
nantly on my experience as Defense Secretary between December
2006 and July 2011, and being engaged in two wars every single
day during that period. So, my comments this morning may not
necessarily account for all of the changes that have taken place
over the last 4 years.

I joined the CIA to do my bit in the defense of our country 50
years ago next year. I've served eight Presidents. With the advan-
tage of that half-century perspective, I'd like to open with two
broad points:

First, while it is tempting and conventional wisdom to assert
that the challenges facing the United States internationally have
never been more numerous or complex, the reality is that turbu-
lent, unstable, and unpredictable times have recurred to challenge
United States leaders regularly since World War II: the immediate
postwar period that saw the Soviets tighten their grip on eastern
Europe and surprised Western leaders and intelligence agencies by
detonating their first atomic device; the frequent crises during the
’50s, including the Korean War; regular confrontations with China
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over Taiwan; pressures from the Joint Chiefs of Staff to help
France by using nuclear weapons in Indochina; war in the Middle
East; uprisings in eastern Europe; and a revolution in Cuba. Dur-
ing the 1960s, a war in Vietnam, another Arab-Israeli war, and
confrontations with the Soviets from Berlin to Cuba. In the 1970s,
Soviet assertiveness in Africa, an invasion of Afghanistan, and yet
another Arab-Israeli war and oil embargoes. The 1980s brought a
number of surrogate conflicts in places like Afghanistan and an at-
tack on Libya, crises in Lebanon, and the intervention in Panama.
And in the 1990s, we had the first Gulf War, military action in the
Balkans, Somalia, Haiti, missile attacks on Iraq, and the first al-
Qaeda attacks on the United States.

The point of recounting these historical examples is that Ameri-
cans, including all too often our leaders, regard international crises
and military conflict as aberrations, when, in fact, and sad to say,
they are the norm. Convinced, time and again, that a new era of
tranquility is at hand, especially after major conflicts, Presidents
and Congresses tend to believe they have a choice when it comes
to the priority given national security, and, correspondingly, signifi-
cantly reduce the resources provided to Defense, the State Depart-
ment, and CIA. In the short term, at least, until the next crisis ar-
rives, they do have a choice, and the budget cutters and deficit
hawks have their way. But, in the longer term, there really is no
choice. While we may not be interested in aggressors, terrorists, re-
vanchists, and expansionists half a world away, they ultimately are
always interested in us or in our interests or our allies and friends,
and we always discover then that we went too far in cutting, and
need to rearm, that the cost in treasure and in the blood of our
young men and women is always far higher than if we had re-
mained strong and prepared all along.

The primary question right now before the Congress and the
President is the priority you give to defense, which, at roughly 15
percent of Federal expenditures, is the lowest percentage of the
Federal budget since World—before World War II. Without proper
and predictable funding, no amount of reform or clever reorganiza-
tion will provide America with a military capable of accomplishing
the missions assigned to it.

The second and related point I think highly germane to your de-
liberations is that our record in—since Vietnam in predicting
where we will use military force next, even a few months out, is
perfect. We have never once gotten it right. Just think about it:
Granada, Lebanon, Libya twice, Iraq now three times, Afghanistan,
the Balkans, Panama, Somalia, Haiti, and most recently West Afri-
ca to combat ebola. Because we cannot predict the place or the na-
ture of future military engagement, we must provide a premium on
acquiring equipment and providing training that give our forces the
most versatile possible capabilities across the broadest possible
spectrum of conflict.

These two lessons on funding and flexibility must underpin any
defense reform effort, whether the focus is on bureaucratic organi-
zation, command structures, acquisition, or budgets. All that said,
it is completely legitimate to ask whether our defense structures
and processes are giving us the best possible return on taxpayer
dollars spent on our military. The answer in too many cases is no.
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In this context, the questions the committee are considering are, in
my view, the correct ones, namely whether our country’s institu-
tions of national defense are organized, manned, equipped, and
managed in ways that can deal with the security challenges of the
21st century and that efficiently and effectively spend defense dol-
lars.

Mr. Chairman, over the next 15 minutes or so, I'll make observa-
tions about Goldwater-Nichols, acquisition policy, the interagency
process, and the budget. And we can then delve into these and
other matters, as the committee sees fit.

First, Goldwater-Nichols, at 30 years, and the question whether
the ambition of the original legislation has been fulfilled, or is addi-
tional legislation of similar magnitude needed, in light of all the
changes that have taken place over the last three decades? My per-
spectives on the current structure of the Defense Department is
shaped primarily by my experience as Secretary overseeing a mili-
tary fighting two wars. I discovered early on that I led a Depart-
ment designed to plan for war, but not to wage war, at least for
the long term.

The swift victory of the 1991 Persian Gulf conflict seemed to vali-
date all the post-Vietnam changes to our military, including the
landmark 1986 legislation. But, the Pentagon clearly was not orga-
nized to deal with protracted conflicts like Iraq and Afghanistan,
which, contrary to the wishes of most Americans, most assuredly
will not be the last sustained ground campaigns waged by our mili-
tary.

In this respect, Goldwater-Nichols succeeded all too well by turn-
ing the services into force and equipment providers walled off from
operational responsibilities now the exclusive domain of combatant
commanders. This became especially problematic in unconventional
conflicts requiring capabilities, usually immediately, that were sig-
nificantly different from what was in the prewar procurement pipe-
line.

Just one illustrative example. While there was, and is, a joint
process to deal with the ongoing needs of battlefield commanders,
it was left up to the designated military service to reprioritize its
budget to find the funding for those needs. It will come as no sur-
prise to you that, with some regularity, the designated service de-
cided that urgent battlefield need did not have as high a priority
for funding as its long-term programs of record. These were mostly
advanced weapon systems designed for future conflicts, and had
near sacrosanct status within the military services, making it dif-
ficult to generate much enthusiasm for other near-term initiatives
that might compete for funds.

I soon learned that the only way I could get significant new or
additional equipment to commanders in the field in weeks or
months, not years, was to take control of the problem myself
through special task forces and ad hoc processes. This would be the
case with the MRAP vehicles, additional intelligence, surveillance,
and reconnaissance capabilities, shortened medevac times, counter-
IED equipment, and even the care of wounded warriors. I learned
that if the Secretary made it a personal priority, set tight dead-
lines, and held people accountable, it was actually possible to get
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a lot done, even—quickly, even in a massive bureaucracy like the
Pentagon.

But, satisfying critical operational and battlefield needs cannot
depend solely on the intense personal involvement of the Secretary.
That is not sustainable. The challenge is how to institutionalize a
culture and an incentive structure that encourages wartime ur-
gency simultaneous with long-term planning and acquisition as a
matter of course.

A final thought relative to defense organizations and authorities.
Through my tenure, I was privileged to work with two superb
Chairmen of the Joint Chiefs of Staff, Pete Pace and Mike Mullen,
who were true partners while providing independent, occasionally
dissenting, professional military advice. The Chairman, along with
the Vice Chairman, is the one senior military officer with a stake
in both current needs and future requirements. One of the great
achievements of Goldwater-Nichols was strengthening the position
of the operational commanders and the Chairman relative to the
service chiefs. I believe that, as a general principle, this must be
sustained.

Service chiefs have a tenure of 4 years. Combatant commanders,
nominally, 3 years. Yet the Chairman and Vice Chairman of the
Joint Chiefs of Staff have 2-year renewable terms. I believe their
positions vis-a-vis both service chiefs and combatant commanders
would be strengthened by also giving them 4-year terms. This
would not diminish in the least their accountability to the Presi-
dent, the Defense Secretary, and the Congress.

Second, a subject that has, for years, been a focus of this com-
mittee, the acquisition process. Not only has Goldwater-Nichols hit
the 30-year mark, so too has the Office of the Secretary of Defense
for Acquisition, Technology, and Logistics. AT&L was established
because a service-driven acquisition system was yielding too many
over-designed, over-budget, and over-scheduled programs. The the-
ory was that, by giving acquisition responsibility for major pro-
grams to a senior OSD official removed from parochial service in-
terests, wiser and more disciplined decisions would ensue.

So, what can we say, 30 years on? We've succeeded in building
a new layer of bureaucracy with thousands of more employees and
new processes to feed it. But, when it comes to output, the results
have been quite mixed. As Secretary, I found that, despite all of the
OSD and joint oversight mechanisms, far too many major weapons
and equipment programs were ridiculously overdue, over-cost, or no
longer relevant to the highest-priority defense needs. To the cha-
grin of many inside the Pentagon, and probably even more here on
the Hill, I canceled or capped more than 30 major programs in
2009 that, if built out fully, would have cost the taxpayers $330 bil-
lion.

So, where does that leave us today as Congress considers reforms
for the future? Problems with the services running acquisitions led
to greater centralization and oversight through AT&L. But, that
led to another set of problems in the form of sizable central bu-
reaucracy that adds delays and related costs without discernible
benefit. So, now there’s pressure and legislation to return signifi-
cantly more acquisition authority back to the services.
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My sense is, the right answer lies with finding a better balance
between centralization and decentralization than we now have.
But, a strong word of caution: You must not weaken the authority
of the Secretary of Defense and his ultimate decision-making power
on acquisition. I cannot imagine a service chief or service secretary
able to overcome intense internal pressures and voluntarily do
away with, for example, programs like the Army Future Combat
System, the airborne laser, the Zumwalt destroyer, or dozens of
other troubled and needlessly exquisite systems that had built up
a loyal service constituency. The simple fact is that such decisions
are not just programmatic, but political. And only the Secretary of
Defense, with the strong support of the President, has the clout,
the power inside the Pentagon, with industry and here on the Hill,
to make such decisions, and make them stick.

A couple of other observations seem obvious as you and the Sec-
retary of Defense address this issue. Nothing will work without rig-
orously applied accountability within the services, by AT&L, and
by the Secretary. And then there is the importance of basic block-
ing and tackling on the acquisitions process. To wit, high-level rig-
orous control of requirements and limiting changes beyond a cer-
tain point, competitive prototyping, wherever possible, before pro-
gram initiation, more realistic cost estimates, and revising contract
incentives to better reward success and penalize failure.

Also promising are your legislative efforts, Mr. Chairman, and
those of Chairman Thornberry in the House, to streamline acquisi-
tion processes, eliminate counterproductive regulations, encourage
more use of commercial products and pricing, and attract more
nontraditional vendors to defense markets.

That said, at the end of the day, redrawing the organization
chart or enacting new acquisition laws and rules will matter less
than leaders skilled enough to make—to execute programs effec-
tively, willing to take tough, usually unpopular choices, and estab-
lish strong measures of accountability, and willing to get rid of
those not performing well, whether people or programs.

In terms of being better stewards of taxpayer dollars more broad-
ly, the effort I began in 2010 to reduce overhead costs, and contin-
ued by my successors, must be renewed and sustained. It was tell-
ing that, in just 4 months, in 2010, we found some $180 billion over
a multiyear period we could cut in overhead. There is, as Deputy
Secretary Gordon England liked to say, a river of money flowing
under the Pentagon, primarily funded through catchall operations
and maintenance accounts. Now, there’s no line item in the De-
fense budget called “waste,” so getting at unnecessary overhead
spending without harming important functions is extremely hard
work. It’s kind of like a huge Easter egg hunt. But, it can and must
be done.

A brief word here on resisting the usual approach of reducing
budgets with across-the-board cuts. I have seen countless Wash-
ington reform efforts over the years result in mindless salami-slic-
ing of programs and organizations. That is not reform, it is mana-
gerial and political cowardice. True reform requires making trades
and choices and tough decisions, recognizing that some activities
are more important than others. It’s hard to do, but essential if
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you're to reshape any organization into a more effective and effi-
cient enterprise.

Further, the Congress must contain its own bad behavior, such
as insisting on continuing unneeded programs because of parochial
interests, preventing the closure of roughly one-quarter of all de-
fense facilities deemed excess, burdening the Department with ex-
cessive and frequently expensive rules and reporting requirements,
and more.

My third broad point with regard to the interagency process.
From time to time, the idea arises to reorganize the U.S. national
security apparatus put together in 1947 to better integrate defense,
diplomacy, and development, a Goldwater-Nichols for the inter-
agency, if you will. Goldwater-Nichols has mostly worked at the
Defense Department because, when push comes to shove, as it
often does there, everyone in and out of uniform ultimately works
for one person: the Secretary of Defense. And he or she has the last
word and can tell everyone to get in line. When multiple Cabinet
departments are involved, however, there is only one person with
that kind of authority: the President. The National Security Coun-
cil and its staff were created to provide the President with an orga-
nizational mechanism to coordinate and integrate their efforts.
How well that works depends entirely on the personal relationships
among the principals and the talents and skills of the National Se-
curity Advisor. Even this structure, headquartered just down the
hall from the Oval Office, works poorly if the Secretary of State
and the Secretary of Defense can’t stand one another, as was the
case for a good part of my time in government, or if the National
Security Advisor isn’t an honest broker. How well the planning, ac-
tivities, and efforts of State, Defense, and others are coordinated
and integrated is the responsibility of one person: the President.
Agld there is nothing anybody else, including the Congress, can do
about it.

I'll conclude with three other reasons the Nation is paying more
for defense in real dollars today than 30 years ago, and getting
less, and getting less. One is that men and women in uniform
today drive, fly, or sail platforms which are vastly more capable
and technologically advanced than a generation ago. That tech-
nology and capability comes with a hefty price tag. A second reason
for the higher cost is the exploding personnel costs of the Depart-
ment, a very real problem on which I know this committee and oth-
ers are at least beginning to make some inroads after years of futil-
ity.

But, the third factor contributing to increased costs, and one of
immense importance, is the role of Congress itself. Here, I am talk-
ing about the years-long budgetary impasse on the Hill and be-
tween the Congress and the President. The Department of Defense
has had an enacted appropriations bill to start the fiscal year only
twice in the last 10 years. The last 7 years all began under a con-
tinuing resolution. During the first 6 full fiscal years of the Obama
administration, the Defense Department has operated under con-
tinuing resolutions for a third of the time, a cumulative total of 2
years. Department leaders also have had to deal with the threat—
and, in one year, the imposition—of sequestration, a completely
mindless and cowardly mechanism for budget-cutting. Because of
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the inability of the Congress and the President to find a budget
compromise, in 2013 defense spending was reduced midyear by $37
billion. All of those cuts applied equally, in percentage terms, to
2500 line items of the defense budget and requiring precise man-
agement of each cut to comply with the Antideficiency Act with its
criminal penalties for violations. Sequestration effectively cut about
30 percent of day-to-day operating funds in the second half of fiscal
year 2013.

But, then add to this mess the fact that the Department, prob-
ably the largest organization on the planet, in recent years has had
to plan for five different potential government shutdowns. In the
fall of 2013, with sequestration still ongoing, the Pentagon actually
had to implement one of those shutdowns for 16 days, affecting
640,000 employees or 85 percent of the civilian workforce.

It is hard to quantify the cost of the budgetary turmoil of the
past 5 years: the cuts, the continuing resolutions, sequestration,
gimmicks, furloughs, shutdowns, unpredictability, and more. Dur-
ing continuing resolutions, in particular, the inability to execute
programs on schedule, limits on being able to ramp up production
or start new programs or to take full advantage of savings offered
by multiyear purchases, the time-consuming and unpredictable
process of reprogramming even small amounts of money to higher-
priority projects, all these impose tremendous costs on the Defense
Department and the taxpayer. And this doesn’t even begin to ac-
count for the costs involved in hundreds of thousands of man hours
required to try and cope with this externally imposed leadership
and managerial nightmare. Moreover, reimposition of full-scale se-
questration looms in January, absent a bipartisan budget agree-
ment.

Given the harm all this politically driven madness inflicts on the
U.S. military, the rhetoric coming from Members of Congress about
looking out for our men and women in uniform rings very hollow
to me. Further, this legislative dysfunction is embarrassing us in
the eyes of the world at a time when allies and friends are looking
to us for leadership and reassurance. All the smart defense reforms
you can come up with will be of little use if the military is unable
to plan, to set priorities, and to manage its resources in a sensible
and strategic way.

The failure of the Congress in recent years, because of the par-
tisan divide, to pass timely and predictable defense budgets, and
its continuing parochialism when it comes to failing programs and
unneeded facilities, has not only greatly increased the cost of de-
fense, it has contributed to weakening our military capabilities,
and it has broken faith with our men and women in uniform. This
committee with its counterpart in the House has long supported,
on a bipartisan basis, a strong defense and protecting those in uni-
form. As you consider needed reforms in the Pentagon, I fervently
hope you will also urge your colleagues in Congress to break with
the recent past and place the national interests and our national
security ahead of ideological purity or achieving partisan advan-
tage, because, as you know as well I, our system of government, as
designed by the founders who wrote and negotiated the provisions
of the Constitution, is dependent on compromise to function. To do
so is not selling out. It is called governing.
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Thank you.
[The prepared statement of Dr. Gates follows:]

PREPARED STATEMENT BY DR. ROBERT M. GATES

Chairman McCain, Senator Reed:

Probably the least sincere sentence in the English language is: “Mr. Chairman,
it’s a pleasure to be here today.” Frankly, short of a subpoena I never expected to
be in a Congressional hearing room again. And, given some of the things I wrote
in my book I'm rather surprised to be invited back to Capitol Hill. So, thank you
for your kind introductory remarks and for the invitation to address the important
topic of defense reform.

I also commend you, Mr. Chairman, for attempting to transcend the daily head-
lines and crises of the moment to focus this committee, and hopefully the rest of
the Congress, on the institutional challenges facing America’s defense establish-
ment. While I have stayed in touch with my successors periodically and have fol-
lowed developments from afar—very afar, my testimony today is based predomi-
nantly on my experience as Defense Secretary between December 2006 and July
2011 and being engaged in two wars every single day during that period. So my
comments this morning do not necessarily account for all the changes that have
taken place over the last four years.

I joined CIA to do my bit in the defense of our country fifty years ago next year.
With the advantage of that half-century perspective, I'd like to open with two broad
points.

First, while it is tempting—and conventional wisdom—to assert that the chal-
lenges facing the United States internationally have never been more numerous or
complex, the reality is that turbulent, unstable, and unpredictable times have re-
curred to challenge United States leaders regularly since World War II—the imme-
diate post-war period that saw the Soviets tighten their grip on eastern Europe and
surprise western leaders and intelligence agencies by detonating their first atomic
device; the frequent crises during the 1950s including the Korean War, regular con-
frontations with China over Taiwan, pressures from the Joint Chiefs of Staff to help
France by using nuclear weapons in Indochina, war in the Middle East, uprisings
in eastern Europe and a revolution in Cuba; during the 1960s the war in Vietnam,
another Arab-Israeli war and confrontations with the Soviets from Berlin to Cuba;
in the 1970s, Soviet assertiveness in Africa and their invasion of Afghanistan, yet
another Arab-Israeli war, and oil embargoes; the 1980s brought a number of surro-
gate conflicts in places like Afghanistan, an attack on Libya, crises in Lebanon and
the intervention in Panama; and the 1990s the first Gulf War, military action in
the Balkans, Somalia, Haiti, missile attacks on Iraq, and the first al-Qaeda attacks
on us.

The point of recounting these historical examples is that Americans, including all
too often our leaders, regard international crises and military conflict as aberrations
when, in fact and sad to say, they are the norm.

Convinced time and again that a new era of tranquility is at hand, especially after
major conflicts, presidents and congresses tend to believe they have a choice when
it comes to the priority given to national security and, correspondingly, significantly
reduce the resources provided to Defense, the State Department, and CIA. In the
short term, at least until the next crisis arrives, they do have a choice, and the
budget cutters and deficit hawks have their way.

But in the longer term, there really is no choice. While we may not be interested
in aggressors, terrorists, revanchists and expansionists half a world away, they ulti-
mately are always interested in us—or our interests or our allies and friends. And
we always discover then that we went too far in cutting and need to rearm. But
the cost in treasure and in the blood of our young men and women is always far
higher than if we had remained strong and prepared all along.

The primary question right now before the Congress—and The President—is the
priority you give to defense which, at roughly 15% of federal expenditures, is the
lowest percentage of the budget since before World War II. Without proper and pre-
dictable funding, no amount of reform or clever reorganization will provide America
with a military capable of accomplishing the missions assigned to it.

The second and related point I think highly germane to your deliberations is that
our record since Vietnam in predicting where and how we will be engaged militarily
next—even a few months out—is perfect: We have never once gotten it right. We
never expected to be engaged militarily in Grenada, Lebanon, Libya (twice), Iraq
(now three times), Afghanistan, The Balkans, Panama, Somalia, Haiti and, most re-
cently, West Africa to combat Ebola.
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Because we cannot predict the place or nature of future military engagement, we
must place a premium on acquiring equipment and providing training that give our
forces the most versatile possible capabilities across the broadest possible spectrum
of conflict.

These two lessons—on funding and flexibility—must underpin any defense reform
effort—whether the focus is on bureaucratic organization, command structures, ac-
quisition or budgets.

All that said, it is completely legitimate to ask whether our defense structures
and processes are giving us the best possible return on taxpayer dollars spent on
our military. The answer in too many cases is no. In this context, the questions this
committee 1s considering are, in my view, the correct ones: namely, whether our na-
tion’s institutions of national defense are organized, manned, equipped, and man-
aged in ways that can deal with the security challenges of the 21st century and that
efficiently and effectively spend defense dollars.

Mr. Chairman, over the next fifteen minutes or so, I will make some observations
about Goldwater-Nichols, Acquisition Policy, the interagency process, and the budg-
et. XVe can then delve into these and other matters in more depth as the committee
wishes.

First, Goldwater-Nichols at 30 years, and the question whether the ambition of
the original legislation has been fulfilled or is additional legislation of a similar
magnitude needed in light of the all the changes that have taken place over the past
three decades.

My perspective on the current structure of the Defense Department is shaped pri-
marily by my experience as a Secretary overseeing a military fighting two wars. I
discovered early on that I led a department designed to plan for war but not to wage
war—at least for the long term. The swift victory of the 1991 Persian Gulf Conflict
seemed to validate all the post-Vietnam changes to our military including the land-
mark 1986 legislation. But the Pentagon was clearly not organized to deal with pro-
tracted conflicts like Iraq and Afghanistan which, contrary to the wishes of most
Americans, most assuredly will not be the last sustained ground campaigns waged
by our military.

In this respect, Goldwater-Nichols succeeded all too well by turning the services
into force and equipment providers walled off from operational responsibilities, now
the exclusive domain of combatant commanders. This became especially problematic
in unconventional conflicts requiring capabilities—usually immediately—that were
significantly different from what was in the pre-war procurement pipeline

Just one illustrative example: while there was—and is—a joint process to deal
with the on-going needs of battlefield commanders, it was left up to the designated
military service to reprioritize its budget to find the funding for those needs. It will
come as no surprise to you that with some regularity, the service decided the urgent
battlefield need did not have as high a priority for funding as its long-term pro-
grams of record. These were mostly advanced weapons systems designed for future
conflicts and had near-sacrosanct status within the military services, making it dif-
ficult to generate much enthusiasm for other, nearer-term initiatives that might
compete for funds.

I soon learned that the only way I could get significant new or additional equip-
ment to commanders in the field in weeks or months—not years—was to take con-
trol of the problem myself through special task forces and AD-HOC processes. This
would be the case with the mine-resistant-ambushed protected (MRAP) vehicles; ad-
ditional intelligence, surveillance and reconnaissance capabilities; shortened
MEDEVAC Times, counter-IED equipment and even care of wounded warriors.

I learned that if the Secretary made it a personal priority, set tight deadlines, and
held people accountable, it was actually possible to get a lot done, often quickly,
even in a massive bureaucracy like the Penatagon. But satisfying critical oper-
ational and battlefield needs cannot depend solely on the intense personal involve-
ment of the Secretary. That is not a sustainable approach. The challenge is how to
institutionalize a culture and incentive structure that encourages wartime urgency
simultaneous with longterm planning and acquisition as a matter of course.

A final thought relative to defense organizations and authorities. Through my ten-
ure I was privileged to work with two superb Chairmen of the Joint Chiefs of
Staff—Pete Pace and Mike Mullen—who were true partners while still providing
independent, occasionally dissenting, professional military advice. The Chairman,
along with the Vice Chairman, is the one senior military officer with a stake in both
current needs and future requirements. One of the great achievements of Gold-
water-Nichols was strengthening the position of Operational Commanders and the
Chairman relative to the Service Chiefs. I believe that as a general principle this
must be sustained. Service Chiefs have a tenure of four years, combatant com-
manders nominally three years. Yet the Chairman and Vice Chairman of the Joint
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Chiefs of Staff have two year, renewable terms. I believe their positions vis-a-vis
both the Service Chiefs and Combatant Commanders would be strengthened by also
giving them four-year terms. This would not diminish in the least their account-
ability to the president, the Defense Secretary and the Congress throughout their
term.

Second, a subject that has for years been a focus of this committee—the acquisi-
tion process. Not only has Goldwater-Nichols hit the 30 year mark, so too has the
Office of the Secretary of Defense for Acquisition, Technology and Logistics. AT&L
was established because a service-driven acquisition system was yielding too many
over-designed, over-budget and over-schedule programs. The theory was that by giv-
ing acquisitions responsibility for major programs to a Senior OSD Official removed
from parochial service interests, wiser and more disciplined decisions would ensue.

So what can we say 30 years on? We have succeeded in building a new layer of
bureaucracy—with thousands more employees—and new processes to feed it. But
when it comes to output, the results have been mixed. As Secretary I found that,
despite all the OSD and Joint Oversight Mechanisms, too many major weapons and
equipment programs were ridiculously over-due, over-cost or no longer relevant to
the highest priority defense needs. To the chagrin of many inside the Pentagon and
even more here on the Hill, I canceled or capped more than 30 programs in 2009
that, if built out fully, would have cost taxpayers some $330 billion.

So where does that leave us today as this Congress considers reforms for the fu-
ture? Problems with the services running acquisitions led to greater centralization
and oversight through AT&L. But that led to another set of problems in the form
of a sizeable central bureaucracy that adds delays and related costs without
discernable benefit. So now there is pressure—and legislation—to return signifi-
cantly more acquisition authority back to the services. My sense is the right answer
lies with finding a better balance between centralization and de-centralization than
we now have.

But a strong word of caution. You must not weaken the authority of the Secretary
of Defense and his ultimate decision-making power on acquisition. I cannot imagine
a Service Chief or Service Secretary able to overcome intense internal pressures and
voluntarily do away with, for example, programs like the Army Future Combat Sys-
tem, the Airborne Laser, the Zumwalt Destroyer or dozens of other troubled or need-
lessly exquisite systems that had built up a loyal service constituency. The simple
fact 1s that such decisions are not just programmatic but highly political. And only
the Secretary of Defense, with the strong support of the President, has the clout—
the power—inside the Pentagon, with industry and here on the Hill to make such
decisions and make them stick.

A couple of other observations seem obvious as you and the Secretary of Defense
address this issue. Nothing will work without rigorously applied accountability,
within the services, by AT&L and by the Secretary. Then there is the importance
of basic blocking and tackling in acquisitions processes: to wit, high level, rigorous
control of requirements and limiting changes beyond a certain point to avoid the
“Gold Plating” phenomenon; competitive prototyping where possible before program
initiation; more realistic cost estimating; and revising contract incentives to better
reward success and penalize failure. Also promising are your legislative efforts, Mr.
Chairman, and those of Chairman Thornberry in the House, to streamline acquisi-
tions processes, eliminate counterproductive regulations, encourage more use of
commercial products and pricing, and attract more non-traditional vendors to the
defense markets.

All that said, at the end of the day, re-drawing the organization chart or enacting
new acquisitions laws and rules will matter less than leaders skilled enough to exe-
cute programs effectively, willing to make tough, usually unpopular choices, and es-
tablish strong measures of accountability. And willing to get rid of those not per-
forming well—whether people or programs.

In terms of being better stewards of taxpayer dollars more broadly, the effort I
began in 2010 to reduce overhead costs—and continued by my successors—must be
renewed and sustained. It was telling that in just four months, we found some $180
billion over a multi-year period we could cut in overhead. There is, as Deputy Sec-
retary Gordon England liked to say, a river of money flowing under the Pentagon,
primarily funded through catch-all operations and maintenance accounts. As you
know, there is no line item in the defense budget called “Waste.” So getting at un-
necessary overhead spending without harming important functions is extremely
hard work—like a huge Easter egg hunt, but it can and must be done.

A brief word here on resisting the usual approach of reducing budgets with across
the board cuts. I have seen countless Washington reform efforts over the years re-
sult in mindless salami slicing of programs and organizations. That is not reform.
It is managerial and political cowardice. True reform requires making trades and
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choices and tough decisions, recognizing that some activities are more important
than others. It is hard to do, but essential if you are to re-shape any organization
into a more effective and efficient enterprise.

Further, the Congress must contain its own bad behavior—such as insisting on
continuing unneeded programs because of parochial interests, preventing the closure
of the roughly one quarter of all of defense facilities deemed excess, burdening the
department with excessive—and frequently expensive—rules and reporting require-
ments, and more.

Third, with regard to the interagency process, from time to time the idea arises
to re-organize the U.S. National Security Apparatus—put together in 1947—to bet-
ter integrate defense, diplomacy and development—a “Goldwater-Nichols for the
interagency” if you will. Goldwater-Nichols has mostly worked at the defense de-
partment because, when push comes to shove” as it often does there—everyone in
and out of uniform works for one person: the Secretary of Defense. And he or she
has the last word and can tell everyone to get in line. When multiple cabinet depart-
ments are involved, however, there is only one person with that kind of authority—
the President.

The National Security Council and its staff were created to provide the President
with an organizational mechanism to coordinate and integrate their efforts. How
well that works depends entirely on the personal relationships among principals and
the talents and skills of the National Security Advisor. Even this structure,
headquartered just down the hall from the Oval Office, works poorly if the Secre-
taries of State and defense can’t stand one another, as was the case for a good part
of my time in government; or, if the national security advisor is not an honest
broker. how well the planning, activities and efforts of state, defense and others are
coordinated and integrated is the responsibility of one person—the president. And
there is nothing anybody else—including Congress—can do about it.

I will conclude with three other reasons the nation is paying more for defense in
real dollars today than thirty years ago and getting less. One is that men and
women in uniform today drive, fly or sail platforms which are vastly more capable
and technologically advanced than a generation ago. That technology and capability
comes with a hefty price tag. A second reason for the higher cost is the exploding
personnel costs of the department, a very real problem on which I know you are
at least beginning to make some inroads after years of futility.

But the third factor contributing to increased costs, and one of immense impor-
tance, is the role of Congress itself. Here I am talking about the years-long budg-
etary impasse on the Hill and between Congress and the President. The Department
of Defense has had an enacted appropriations bill to start the fiscal year only twice
in the last decade—the last seven years all began under a continuing resolution.
During the first six full fiscal years of the Obama Administration, the Defense De-
partment has operated under continuing resolutions for a third of the time—a cu-
mulative total of two years. Department leaders also had to deal with the threat,
and in one year, the imposition, of sequestration—a completely mindless and cow-
ardly mechanism for budget cutting. Because of the inability of the Congress and
the President to find a budget compromise, in 2013 defense spending was reduced
mid-year by $37 billion—all of those cuts applied equally in percentage terms to
some 2,500 line items of the Defense Budget, and requiring precise management of
each cut to comply with the Anti-Deficiency Act with its criminal penalties for viola-
tions. Sequestration effectively cut about 30 percent of day-to-day operating funds
in the second half of fiscal year 2013.

But then add to this mess the fact that the department—probably the largest or-
ganization on the planet—in recent years has had to plan for five different potential
government shutdowns. In the fall of 2013, with sequestration still ongoing, the
Pentagon actually had to implement one of those shutdowns for 16 days, affecting
640,000 employees or 85 percent of the civilian work force.

It is hard to quantify the cost of the budgetary turmoil of the past five years—
the cuts, the continuing resolutions, sequestration, furloughs and shut-downs, the
unpredictability and more. During continuing resolutions in particular, the inability
to execute programs on schedule, limits on being able to ramp up production or start
new programs, or to take full advantage of savings offered by multi-year purchases,
the time-consuming and unpredictable process of re-programming even small
amounts of money to higher priority projects all impose tremendous costs on the De-
fense Department—and the taxpayer. And this doesn’t even begin to account for the
costs involved in hundreds of thousands of man-hours required to try to cope with
this externally imposed leadership and managerial nightmare. Moreover, re-imposi-
tion of full-scale sequestration looms in January absent a bipartisan budget agree-
ment.
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Given the harm all this politically driven madness inflicts on the U.S. military,
the rhetoric coming from members of Congress about looking out for our men and
women in uniform rings very hollow to me. Further, this legislative dysfunction is
embarrassing us in the eyes of the world at a time when allies and friends are look-
ing to us for leadership and reassurance.

All the smart defense reforms you can come up with will be of little use if the
military is unable to plan, set priorities and manage its resources in a sensible and
strategic way.

The failure of congress in recent years because of the partisan divide to pass time-
ly and predictable defesne budgets—and its continuing parochialism when it comes
to failing programs and unneeded facilities—has not only greatly increased the cost
of defense, it has contributed to weakening our military capabilities, and it has bro-
ken faith with our men and women in uniform.

This committee, with its counterpart in the house, has long supported—on a bi-
partisan basis—a strong defense and protected those in uniform. As you consider
needed reforms in the Pentagon, I fervently hope you also will urge your colleagues
in Congress to break with the recent past and place the national interest—and our
national security—ahead of ideological purity or achieving partisan advantage. Be-
cause, as you know as well as I, our system of government—as designed by the
founders who wrote and negotiated the provisions of the Constitution—is dependent
on compromise to function. To do so is not “selling out”—it’s called governing. Thank
you.

Senator MCCAIN. Well, thank you, Mr. Secretary—Dr. Gates,
thank you. Those are very strong words, and I wish that all 535
Members of Congress could hear the—your closing remarks. I will
quote them quite often and quite liberally. And it is, frankly, a
damning but accurate indictment about our failure to the men and
women in the military, the 300 million Americans, and the security
of our Nation.

We are also looking at a debt-limit showdown, Mr. Secretary.
And we all know that debt limits have to be raised because of
spending practices, yet we now have a substantial number of Mem-
bers of Congress that, “By God, we’re not going to vote to increase
the debt limit, and anybody that does is, of course, a traitor and
doesn’t care about fiscal responsibility.” The rhetoric has been very
interesting.

So, we're now looking at sequestration, and we are also looking
at the debt limit, and we’re also looking at a President and Sec-
retary of Defense—with the Secretary of Defense’s support of
vetoing a bill that is not a money bill; it’s a policy bill. That’s what
defense authorization is all about. So, the President’s threatening
to veto because of the issue of not increasing nondefense spending,
when there is nothing that this committee nor the authorizing
process can do to change that. I'm sorry to say that members of
this committee will be voting to sustain a presidential veto on an
issue that we have nothing that we can change.

Well, could I just ask, again, on sequestration—I also would ask
a specific question. In your remarks, it was interesting to me that
you didn’t make a single comment about the service secretaries and
their role. Do you think we ought to do away with the service sec-
retaries, Dr. Gates?

Dr. GATES. I've thought about that, thanks to your staff pro-
viding me with some of the issues that you all might want to dis-
cuss today. And I think that—I think I would say no to that ques-
tion. And I would say it primarily because I think that having a
civilian service secretary does strengthen the civilian leadership
and the civilian dominance of our military. If there is—and they
are able to do so on a day-to-day basis in decision making that a
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single person, like the Secretary of Defense, could not do. I mean,
I couldn’t—the Secretary can sort of reiterate that, and make it
clear in his actions, that civilian control is important, but I think
that the symbolism, to members of the services, that there is a ci-
vilian at the head of their own service who is responsible for them,
and accountable for them, I think, is important.

Senator MCCAIN. Let me go back over this relationship between
AT&L, the uniformed service chiefs, the Secretary of Defense—and
you cited a couple of cases where, by going around the entire proc-
ess as in MRAP, you’ve mentioned, and other cases—where is—go
over, for the benefit of the committee, the—where is the balance?
We're trying to, in this legislation, give some more authority and
responsibility to the service chiefs, who, right now, as I understand
it, have none, and yet, at the same time, as you said, not return
too much to the service chiefs because of their advocacy, their view
of sacrosanct, long-term programs that they believed were impor-
tant to their services. I don’t quite get that balance there.

Dr. GaTES. Well, and I wish I could give you a precise and very
specific answer. It seems to me that—I mean, the irony is that—
for example, when it came to the MRAPs, although I made the de-
cisions, it was, in fact, AT&L and the leadership of AT&L that exe-
cuted those programs and that signed the contracts, and they were
actually implemented, then, by the—the Marine Corps actually had
the responsibility, because they had originated the—the MRAPs
were originally their idea, and it was their success in Anbar that
led me to expand it. But, the problem that I ran into in the Defense
Department is that any problem, whether it’s an acquisition or
anything else, affects multiple parts of the Department, none of
which can tell the other what to do. So, if the comptroller has a
problem, he can’t tell AT&L what to do. If Cost Assessment and
Program Evaluation has a problem, they can’t tell AT&L or any-
body else what to do. They only report to me or to the Secretary.
And so, the reason I found myself chairing these meetings was be-
cause there were enough different parts of the Department who
were involved in almost any decision that no one below the Sec-
retary could actually get everybody in the room and say, “This is
what you have to do.”

So, how you fix that, institutionally—and I will tell you, when
Ash Carter was AT&L, was the Under Secretary, and particularly
in my last 6 or 8 months, Ash and I talked all the time, “Ash, how
do we institutionalize this? How do we institutionalize meeting
these urgent needs along with the long-range kind of planning and
acquisition that we have?” And, frankly, when I left, we hadn’t
solved that problem.

But, it has to—the services do have authority, they do have pro-
curement or acquisition authority, and they do have senior people
in those positions. And, frankly, my sense is that there are—a cou-
ple that I dealt with seemed to me to be quite capable. But, how
you realign the roles of AT&L and the service procurement or ac-
quisition officers, I don’t have an easy solution for you. All I can
suggest is that there be a dialogue between this committee and
Secretary Carter and the services and AT&L, in terms of how you
adjust the balance.
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It is clear to me that the balance has shifted too far to AT&L.
And therefore, there needs to be some strengthening of the role of
the services. But, central to that will be forcing the service leaders,
the Chief of Staff and the Secretary, to hold people accountable,
and to hold those two people accountable for the service. I know
Mark Milley was up here testifying and said, you know, “Give me
the authority, and, if I don’t do it right, fire me.” Well, that’s kind
of extreme. But, at a certain point, accountability is a big piece of
this, and I just—I don’t have for you a line drawing or even a para-
graph where I could tell you, “Here’s where you redraw the bal-
ance,” because I'm not sure right where that line goes.

Senator McCAIN. Thank you.

Senator Reed.

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

Thank you, Dr. Gates, for extraordinarily insightful testimony
and not only giving us advice but also sort of pointing out the ques-
tions which you're still trying to carefully think through. It’ll help
us immensely.

One point you made is that we plan very well for the initial
phase 1, phase 2, phase 3 operations with our equipment, with our
personnel. It’s the—usually the phase 4 of how we sort of conduct
protracted war that you predicted would be the likely face of con-
flict in the future. So much of that depends upon capacity-building
in the local nations, and so much of that depends upon non-DOD
elements—State Department, police trainers, public health sys-
tems. I think we’ve seen that so many times, in Iraq and Afghani-
stan. And this comes back to the point I think you've also made
about, you know, if these agencies are not properly funded or not
properly integrated, then we could succeed in the initial phase of
the battle, but fail, ultimately. Is that a fair assessment? And——

Dr. GATES. Well, I can only remind this committee how many
times you heard from our commanding generals in both Iraq and
Afghanistan about the desperate need for more civilians, both in
Iraq and Afghanistan, and the value that they brought. Secretary
Rice used to chide me occasionally, reminding me that we had more
people in military bands than she had in the entire Foreign Serv-
ice.

I'll give you another example, though, and it’s an action that—
frankly, where the—both the executive branch and the Congress
are responsible. When I left government in 1993, the Agency for
International Development had 16,000 employees. They were dedi-
cated professionals. They were accustomed to working in dangerous
and difficult circumstances in developing countries, and they
brought extraordinary, not only skill, but passion. When I returned
to government, 13 years later, in 2006, AID was down to 3,000 em-
ployees, and they were mostly contractors. And that is a measure
of what’s happening in the development part of our broader strat-
egy. And I would say that, you know, for those of us of a certain
age who can remember USIA in its heyday, what we have in the
way of strategic communications in our government today is a very
pale reflection of that.

So, those—that whole civilian side has been neglected for a very
long time.
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Senator REED. And that neglect will be exacerbated by sequestra-
tion, and they will not—these agencies don’t have a way to provide
at least short-term funding, as DOD does through the overseas con-
tingency accounts. They’re just stuck. And because they don’t func-
tion well—and I think that’s the conclusion you draw—our overall
national security, our overall response in this, is impaired dramati-
cally. Is that fair?

Dr. GATES. I believe so, yes.

Senator REED. And it raises the issue, too, and—because this is
the subject of a lot of our discussions, is—we have tried to find the
money for Department of Defense, and the account that’s bearing
the bulk of the differences, both budgetary and political, is the
overseas contingency account. As a means of funding defense on a
long-term basis, in your view, is that an adequate approach, or
should we raise the regular budget caps and do it as we thought
we used to do it?

Dr. GATES. Well, first of all, my approach when I was Secretary
was to take every dollar I could get, wherever I could get it.

Senator REED. Yeah, I know. That’s a——

Dr. GATES. It’s a terrible way to budget. I mean, it is a gimmick.
It does provide the resources, but I think it’s hard to disagree
with—I mean, the way the things ought to operate is that if there
is a sense on the Hill, a majority view, that the budget needs to
be cut to reduce the deficit, you go through regular order of busi-
ness, and you—like I did when I was Secretary of Defense, you
make tough decisions. What are you going to fund? What are you
not going to fund? But, you make choices. That’s what leadership
and political life is all about, it seems to me. And then you vote
a budget, and the money flows, whether there’s more or less of it.
You know, in the current paralyzed state, maybe there’s no alter-
native right now to getting the money this way, but it is—as the
saying used to go, it’s a helluva way to run a railroad.

Senator REED. Well, thank you very much, Dr. Gates, for your
extraordinary service to the Nation.

Thank you.

Senator MCCAIN. Senator Sessions.

Senator SESSIONS. Thank you, Dr. Gates, and thank you for your
service. And I would add my compliments to those of my prede-
cessors—prior speakers, that I believe you represent one of the best
Defense Secretaries the Nation has ever had.

Dr. GATES. Thank you.

Senator SESSIONS. And I know you’ve served with dedication, put
the Nation’s interests first, you put the Defense Department first.
Some of your former Cabinet colleagues put Secretary of Health
first, and education first, and roads first. And so, we got pleas from
every department and agency, and we don’t have as much money
as we'd like. So, the crisis we've entered on the budget process is
essentially that the President of the United States has said, “You
Republicans care about defense. You’re not getting any more money
for defense unless I get more money for nondefense.” And that’s a
big conflict. And so, the process we moved forward met the Defense
Department’s request and the President’s request for defense, but
it has not met the nondefense increases, all of which, on defense
and nondefense, are borrowed, because we're already in debt. So,
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anytime we spend more, we borrow the extra money. So, it’s a dif-
ficult time, and——

But, you are correct, history teaches us that conflicts just don’t
go away. They keep coming back, and we don’t know what it will
be like, and we need a strong national defense. And I thank you
for your real good advice.

Briefly, do you believe that, with regard to the extremism we’re
seeing in the Middle East, that we, as a Nation, and our allies in
Europe, NATO, and other places, should seek to develop a strat-
egy—bipartisan in the United States or worldwide—to deal sophis-
ticatedly with that threat over decades to come? And can we do
that?

Dr. GATES. Senator, I think that—I think we face a generation
of conflict in the Middle East. I think we have four—at last four
conflicts going on simultaneously: Shiite Islam, led by Iran, versus
Sunni Islam, led by Saudi Arabia; reformers versus authoritarians;
Islamists versus secularists. And then the question of whether
these artificially created countries—Iraq, Afghanistan, Syria—com-
prised of historically adversarial ethnic and religious groups can
hold together at all. I used to say “without repression.” Now the
question is whether they can hang together at all. Syria has be-
come, if you will, the epicenter of all of that.

Some of you may have read Dr. Kissinger’s long essay the other
day in the Wall Street Journal. My concern is that I don’t see an
overreaching—or an overriding strategy on the part of the United
States to how we intend to deal with this complex challenge for the
next 20 or 30 years. And one of the benefits of containment—and
there were lots of disagreements about how to apply it and how—
and the wars we fought under it, and so on—but, I will always be-
lieve that critical to our success in the Cold War was that we had
a broad strategy, called containment, that was practiced by nine
successive administrations of both political parties. It had bipar-
tisan support, the general notion of how to deal with this. We don’t
have anything like that with respect to the Middle East. And I
think that as long—and so, we're kind of dealing with each of these
crises individually rather than backing up and saying, “What’s our
long-range game plan, here? And who are going to be our allies?
Who are going to be our friends? Where do we contain? Where do
we let it burn itself out?” We just really haven’t addressed those
long-term questions. It seems to me we’re thinking strictly in sort
of month-to-month terms.

Senator SESSIONS. Well, thank you. I think that’s very good ad-
vice for us.

I believe—I've been around here a good while—I believe there’s
a possibility of a real bipartisan support for that kind of long-term
vision. We’ve got big disagreements on spending and some other
issues that—hard to bridge, but I think this one we could bridge.
And I appreciate your thoughts on that.

I met with the—some German group yesterday in a very fine
meeting, and raised the need for Europeans to contribute more to
their defense and our mutual defense. And the leader of the group
pointed out it was unacceptable that NATO is funded 70 percent
by the United States. He acknowledged that. You've spoken on that



28

in the past very clearly. Do you have any further ideas about what
we might do to have our allies carry a bit more of the load?

Dr. GATES. Well, this is one area where one might hope, in the
long term, that Mr. Putin has done us a favor by reminding the
Europeans that, actually, the world has not gone on to broad,
sunny uplands where there is peace and tranquility all the time.
The reality is, many years ago NATO countries all committed to
spend at least 2 percent of GDP on defense. When I left office,
there were five countries out of 28 that met that threshold, and two
of them were Greece and Croatia. So, it gives you a measure of
where the others need to pull up their socks. And, as you say, I
spoke very bluntly about this, including in Brussels in my last
s}lieech in Europe. Probably never be welcome in Europe again, ei-
ther.

[Laughter.]

Dr. GATES. But, the—but, no, —and I think the more that—par-
ticularly, the more that Members of Congress from both parties
talk to their counterparts in Parliaments in Europe, that can only
help, in my view.

Senator SESSIONS. Thank you.

Senator MCCAIN. Senator Heinrich.

Senator HEINRICH. Dr. Gates, in your speech on budget austerity
at the Eisenhower Library, you said that, quote, “Eisenhower was
wary of seeing his beloved republic turn into a musclebound garri-
son state, militarily strong but economically stagnant and strategi-
cally insolvent,” unquote.

As you've heard, we've got a lot of digit—very difficult appropria-
tions challenges coming up in the next few months, and I wanted
to ask you if you have any opinions as to what Eisenhower might
think of the proposal to use the overseas contingency operations
fund—i.e., the war fund—to cover base-level DOD budget items, or
whether you might have some thoughts on that.

Dr. GATES. Well, I think I expressed my view that these kinds
of ad hoc arrangements are never at all as satisfying or as cost ef-
fective as regular-order business in which choices are made and de-
cisions are made based on those choices, and dollars allocated. And
there may be more dollars, there may be fewer dollars, but at least
people have some predictability. I would also tell you that having
some predictability year-on-year would be helpful. And so, I think
that, obviously, regular-order business, in terms of managing these
budgets—that’s really what I was talking about in a good part of
my remarks—having regular appropriated defense budgets that ac-
tually begin on the—at the beginning of the fiscal year is the way
things ought to work, and they have not worked that way up here
for at least 10 years. That needs to be fixed.

By the same token, as I said, when I was the Secretary, if I were
confronted with the situation that I face now, my sense would be
to take the money, because what’s my alternative, and what kinds
of programs am I going to have to have to cut in order to accommo-
date certain defense needs?

Let me give you an example of a place where I made a big mis-
take. In 2010, this committee and others were very unhappy about
supplementals, and talking about moving away from
supplementals. And I knew that, when the wars were over, those
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supplementals, or now the OCOs, would go away. A lot of the fund-
ing that we had for military families and for families of wounded
warriors, and wounded warriors, were being funded through the
supplementals. I moved all those programs, or as many of those
programs as I could, into the base budget, in the belief we would
need those programs for years and years and years to come. Well,
guess what? All of those programs are now being hit by sequestra-
tion and by continuing resolutions and everything else. So, what I
thought would protect those programs ended up making them vul-
nerable; whereas, if I'd have left them on the OCOs, they’d still be
fully funded. So, those are the perverse consequences of not having
regular appropriations bills.

I would make one other observation about Eisenhower and his
military industrial complex speech. It gets quoted a lot. But, there’s
one factoid that people don’t usually include. When Eisenhower
made that speech in 1961, the defense budget accounted for 51 per-
cent of Federal spending. Today, it’s 15 percent.

Senator HEINRICH. Shifting gears a little bit with the rest of my
time. Do you have general thoughts on how you build sort of a cul-
ture of incentives and values that really value off-the-shelf solu-
tions, where they’re appropriate, within the acquisition process and
the procurement process, rather than sort of having this inherent
bias towards exquisite new programs and products?

Dr. GATES. I think that there are obviously areas in which you
ought to buy off-the-shelf capabilities. And, frankly, one of the
great cultural shifts in the national security arena actually oc-
curred in the early 1980s, when we, in the intelligence arena that
had always led the way in developing data processing, data stor-
age, data management, were discovering that the private sector
was far outstripping us in terms of their capabilities. And so, be-
ginning in the mid-'80s, we began buying off-the-shelf software;
and hardware, for that matter. So, there are areas like that, where
I think that, in fact, the private sector is way ahead of the govern-
ment and where we can buy off-the-shelf capabilities that will actu-
ally improve our capabilities. There will be some areas—and these
are always the areas that are contentious, but—that have to do
with some specific military capabilities where you are in the realm
of completely new technology, and those are the places where
you’re going to have to take risk and you’re going to have to realize
that there probably are going to be cost overruns. Most of the high-
ly advanced—technologically advanced programs defense has had
for the last 30 or 40 years have all, in their initial years, had cost
overruns. And partly it’s because we're dealing with, and trying to
do, things that have never been done before.

Senator HEINRICH. Dr. Gates, I want to thank you for subjecting
yourself to this today. We appreciate it.

[Laughter.]

Senator MCCAIN. Senator Inhofe.

Senator INHOFE. Thank you, Mr. Chairman.

And, Dr. Gates, I agree with the statement that was made by our
Chairman, that there’s no one better suited for the reform that
we're looking at, and we're hoping for and we’re anticipating, than
you. And I also want to say that, during the various incarnations
you've had, I've always enjoyed personally working with you.
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You've gone out of your way to have dinners with individuals and
really tried to work with us more than anyone else has. So, I thank
you for that.

You know, you observed that in 1961 it was 51 percent of the
budget, and it’s now 15 percent. And that’s a problem. It’s the low-
est percentage since World War II, I guess. But, that isn’t the prob-
lem we’re addressing today. That is a problem, but what we'’re talk-
ing about is the tooth and the tail.

Now, both you and Secretary Hagel sought to shrink the inflated
headquarters and major combat commands’ tasks during the—your
respective times as Secretary of Defense. Secretary Carter initiated
a targeted 20-percent reduction in the staff during his deputy
time—Deputy Secretary. And in August of this year, Deputy of De-
fense Secretary Robert Work sent all services a memo entitled
“Cost Reduction Targets for Major Headquarters,” ordering prepa-
ration for a 25-percent cut in appropriations from 2017 to 2020. I
think that’s great, and we supported it. In fact, our defense author-
ization bill has a lot of language in there that says this is what
we're going to—we need to do. And it’s a major problem.

Let me just ask you to think about something that hasn’t been
brought up yet. It’s an observation that I've made a long time ago.
And that is the problem you have with bureaucracies in general.
Bureaucracies don’t want to get smaller, they want to grow. It was
Reagan who said, “There is nothing closer to life eternal on the face
of this Earth than a government agency once formed.” We both re-
member that. I—and so, every time it seems that there is a bu-
reaucracy that is asked to reduce its overhead—and that’s what
we're talking about today, the headquarters, its overhead—they
will pick out—cherry pick something that they do that the public
is so concerned about.

Let me give you an example. I've introduced legislation—in fact,
I passed legislation that addresses the FAA and their treatment of
general aviation. I have a second bill called the Bill of Rights II.
I had problems with reams and reams of bureaucrats from that De-
partment out lobbying, knowing they had a lot of people out there
on their staff. If you look at the FAA—in 1990, their—the total
number of pilots that they regulated, which is primarily what they
were doing in the year 2000, was 625 pilots. Today it’s 593 pilots.
So, the workload is actually reduced. And yet, in the year 2000,
their budget was $9.9 billion. Today, it grew from $9.9 billion to
$16.6 billion. So, that’s an increase of $67 billion. Now, what did
they do—every time there is some kind of an effort by me, on the
radio, or something else, talking about how it is an inflated bu-
reaucracy that doesn’t have the workload they had 5 years ago,
that their budget is 67 percent more. Every time they do that, they
would say, “All right, we’ll go ahead and start reducing.” What did
they reduce? They reduced things that scare people. They reduce
thing—the controllers—the number of controllers that are out
there. And I could give you a lot of examples, but I don’t have to,
because I know that you know this.

So, is there a way to handle this? I think that should be consid-
ered in this whole discussion. And, even though I had to leave to
another committee hearing, I don’t—I suspect that part wasn’t
brought up. What are your thoughts here?
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Dr. GATES. It just so happens, Senator, that, in January, I have
a new book coming out——

[Laughter.]

Dr. GATES.—that specifically addresses—the subtitle is “Lessons
on Change and Reform from 50 Years of Public Service,” and it’s
how you lead and change big bureaucracies, and how you bring
about change. And one of the elements in that book, for example,
is how to use a period of budget stringency to change the way an
organization does its business. It creates an opportunity for a lead-
er who’s determined to change things and make them better, be-
cause you don’t have enough money to do all the things that you've
been doing, and, therefore, you have to think about how you’d do
it differently.

I had—we had a lot of programs that—as we referred to earlier—
in a 4-month period, we came up with $180 billion in overhead cuts
in the Defense Department over a multiyear period. This was in
2010. Now, some of those cuts created a strong reaction, including
here on the Hill. Senator Kaine will recall the reaction when we—
when I shuttered Joint Forces Command in Norfolk. And I had the
entire Virginia delegation on my doorstep. Actually, in my office.
And——

[Laughter.]

Senator MCCAIN. And the then-Governor.

Dr. GATES. And the then-Governor.

[Laughter.]

Senator MCCAIN. Who was the worst.

[Laughter.]

Dr. GATES. The point I'm trying to make is, first of all, we cut
$80 billion out of the Defense Department, generally, but what I
assigned the services to do was to find $100 billion in cuts on their
own, just in the services. But, what I did, with the approval of the
President, was to tell them, “If you find $100 billion—if you find
the cut, if you meet the target that I've given you, and then you
show me new military capabilities or expanded military capabilities
that are actually tooth, I'll give you the money back to invest in
those.” So, they were incentivized. It wasn’t a zero-sum game for
them, where anything they identified, they were going to lose. But,
it forced them to address this tail-and-tooth issue and created both
penalties if they didn’t achieve the goals, but an incentive for them
to find and be successful in the effort.

One of those things—and it goes to one of the questions that the
committee is addressing—the number of general officers. As part of
that exercise, we took an initial swipe at senior leadership in the
Department, and our objective—and I—this is one of those things
you start and you never know whether it came out—but, we pro-
posed cutting 50 four-star positions—or 50 general-officer positions
and, I think, twice that number of senior civilian positions.

You can do this. But, the thing that it requires, whether it’s the
FAA or the Defense Department or anyplace else—it requires the
person in charge to monitor it almost daily and to make sure that
people are doing what they said—what they signed up to do or the
assignment that they were given. In effect, you have to regularly
grade their homework. You can’t tell somebody—you can’t tell a
service secretary, “I want you to cut $25 billion in overhead over
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the next 5 years,” and then, a year later, ask him how he’s doing.
What you need is to ask him in 2 weeks, “What’s your plan?” And
in a week after that, or 2 weeks after that, “How are you doing on
implementation?”

So, you can do these things, Senators. You can make these bu-
reaucracies work. And that’s kind of the thesis of the book, but it’s
kind of, How do you do that? Because it clearly is not done very
often. And one of the things that I did, and for which this com-
mittee expressed a great deal of appreciation at the time, was actu-
ally holding people accountable. You know, people get fired in
Washington all the time for scandals and doing things wrong and
that kind of stuff. Hardly anybody ever gets fired in this city for
just not doing their job well enough.

Senator INHOFE. Yeah. Good for you.

Dr. GATES. I mean, that’s what was rare, was somebody getting
fired because they didn’t do their job well enough. You need a little
bit more of that in this city.

Senator INHOFE. Yeah. Well, my time is expired, but that’s a
great answer to that question, and I appreciate it. And, by the way,
I'll swap you books. I have a chapter in mine on this, too.

[Laughter.]

Senator INHOFE. Thank you, Mr. Chairman.

Senator MCCAIN. I hope they're available on audio.

[Laughter.]

Senator MCCAIN. Senator Hirono.

Senator HIRONO. Thank you, Mr. Chairman.

Dr. Gates, thank you very much for your very strong statement
about Congress’s responsibility to govern through compromise. And
we have been wrestling with the very negative impacts of sequester
on both a defense and nondefense side, so my hope is that there
will be a compromise that will achieve sequester relief for both
sides, both segments, because national security is more than just
defense. I'm not trying to lecture you or anything, because I cer-
tainly respect your views.

You mentioned, during the Cold War, that we had a broad strat-
egy of containment. And with all of the conflicts that continue to
arise in the Middle East—and I think you did note that we’re in
an environment now where some of these conflicts, or maybe many
of these conflicts, are unpredictable, that we don’t have a strategy,
like strategy in the Middle East. Now, I think, after our experi-
ence—decade-long experience in Iraq and Afghanistan, that there
is a desire that boots on the ground in the Middle East should not
be United States boots. So, from that flows a number of possibly
what I would consider strategic kinds of decisions. And so, that
may be one of the reasons—our unwillingness at this point to put
our own boots on the ground in the Middle East may be one of
the—would you consider that a—perhaps not a strategic decision,
but one that really—from which flows a lot of the—our response to
what goes on in the Middle East?

Dr. GATES. Well, first of all, I think, when it comes to something
that specific, it would be a mistake to have, in essence, a one-size-
fits-all that basically says, from Pakistan to Morocco, the United
States will have no boots on the ground. The truth is, we have—
just as one example, we have 600 sets of boots on the ground in
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Sinai as part of a peacekeeping operation that’s been there since

the 1973 war. Are we going to pull those guys out because that’s

boots on the ground? We have——

b Senator HIRONO. No, but—well, we’re talking about in com-
at——

Dr. GATES. Well

Senator HIRONO.—and in long-term.

Dr. GATES. But, my point is, then you're beginning to make some
distinctions. So, you could have boots on the ground as long as
they’re not in combat. So, does that allow advisory work? Does that
allow them to be spotters for airplanes?

So, I guess my feeling is that the first thing about a strategy is
identifying what are our interests, what are we trying to—what are
we trying to protect? What are we trying to prevent from hap-
pening? And then you work back from those answers into the tech-
niques, the tactics by which you try to accomplish those broader ob-
jectives or that broader strategy. And I think that the solutions,
particularly where the situations are so complex in the Middle
East, where you have multiple different kinds of conflicts going on,
the solution for each country or each part of the problem may be
different. But, you do need an overarching strategy that at least
tells you: What am I trying to achieve out here?—and that also—
I mean, if I had to put a negative in there of what we think we've
learned, it is to be very modest about our ability to shape events
in that part of the world. That doesn’t mean we should stay out.
It doesn’t mean we should do nothing. But, we also ought to make
sure that our strategy doesn’t include grandiose objectives that are
fundamentally unachievable.

Senator HIRONO. I agree with you there. Perhaps one of the
areas of the world where we do have what I would consider a strat-
egy is in the Asia-Pacific area with the Indo-Asia-Pacific rebalance.
Would you agree that that is a strategy?

Dr. GATES. Yeah. And I think, you know, despite—you know,
going back several Presidents, we’ve had several Presidents, during
their campaigns, take one position toward China, which, when they
became President, they adjusted. And so, I think, while we don’t
have, if you will, an explicit bipartisan agreement on strategy in
Asia, I think there is a pretty broad agreement across both parties,
the leaders of both parties, in terms of how we—except for maybe
one or two presidential candidates—about how you deal with
China, how we—how—what our strategy ought to be in Asia. So,
I—I guess I'm fundamentally agreeing. I think, in Asia it’s more
implicit than explicit, but I think there is a pretty broad bipartisan
agreement on the role we ought to play in Asia.

Senator HIRONO. Thank you very much.

Senator MCCAIN. Senator Ernst.

Senator ERNST. Thank you, Mr. Chair.

Thank you, Secretary, very much for being here. I appreciate
your service to the Nation in your many, many capacities. So,
thank you.

Secretary, you were successful in getting MRAPs, body armor,
and drones to the field to support our warfighters. And to do that,
even while we were undergoing sustained ground combat, you real-
ly had to fight the bureaucracy at the Pentagon to achieve that. So,
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we're glad that you did that and you took that step to make sure
our warfighters were protected. But, I am afraid that, after you
left, it has reverted back to the same old, same old. I'd like to see
some more pushback out there.

But, just for example, the Army has spent 10 years trying to fig-
ure out how to by a new handgun. Ten years on how to buy a new
handgun, an end item with a total cost of just a few hundred dol-
lars per item. Ten and a half years, or half a dozen industry days
later, the Army produces a 351-page request for proposal—351
pages—for a handgun. And whatever is in these pages, it isn’t a
lean or streamlined acquisition process responsive to the needs of
our warfighters. And, because of the bureaucracy and a lack of re-
sponsiveness to anyone who isn’t engaged in the Special Operations
arena, our soldiers have handguns that are over 30 years old; and,
in recent surveys, they have stated that they absolutely hate those
small arms. What should Congress do to get the Army to fix this
mess for small arms and for all items, really, that our soldiers need
on the ground in a time of war?

Dr. GATES. Well, it seems to me that—I mean, my friends in the
Army are not going to like my answer, but——

Senator ERNST. That’s okay.

Dr. GATES.—but, I think—you know, what it is about is calling
the Secretary of the Army and the Chief of Staff of the Army and
the Chief of Acquisitions to sit at this table and ask that question,
“Why has it taken you guys 10 years?” This is absurd. And, “Why
is it a 350-page RFP?” It’s a handgun, for God’s sake.

And, you know, again, I always come back to the same theme.
Most bureaucracies have a stifling effect. It’s just in the culture.
It’s in the DNA. And what is required are disruptors. And if you
have people in senior positions who are not disruptors, you need to
make them into disruptors. And the way you do that is by holding
them personally accountable.

Senator ERNST. I appreciate that, thank you. And I like that an-
swer, so I don’t know why they wouldn’t. But, I think you’re right
on, there.

I would like to talk a little bit about the Middle East, as well.
In the past, you've called for a safe haven to help end the humani-
tarian disaster in Syria. And I’d like to direct my attention to Iragq,
because we do have a humanitarian disaster in Iraq, as well. I be-
lieve we have a safe haven there, which is Iraqi Kurdistan. They
have taken in nearly 1.6 million refugees. Many of them are Chris-
tians. And our KRG friends who are providing that safe haven,
they are really unequipped to provide for the influx of all those
folks. The Peshmerga are also fighting, with limited resources,
against an enemy which seems to have an endless supply of weap-
ons and other types of equipment, to include many weapons pro-
cured through various processes from the United States, whether
that’s simply picking items up off the ground that have been left
behind via other security forces. So, how important, in your opin-
ion, has the United States relationship with the Iraqi Kurds been
for our country and for the DOD over the past quarter of a cen-
tury?
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Dr. GATES. Well, I think it’s—I think it’s a very important rela-
tionship. I think it’s worth noting that I think the Chairman of the
Joint Chiefs is either there right now or has just been there.

I mean, my view is that one of the things we ought to be—I said
this in an interview, and I probably was a little more blunt than
I should have been, but I think that the idea of training indigenous
fighters outside of a country, and then reinfiltrating them, was
probably never going to work. I think one of the things that could
work is to identify groups, particularly tribes and ethnic groups,
that have shown they are prepared to defend their own territory
against ISIS, and provide weapons to those tribes and those reli-
gious groups. They may not fight in Iraq or outside of their own
turf against ISIS, but they may well fight to the death to protect
their own homeland, their own villages, and so on. And so, finding
those groups and arming them at least begins to contain ISIS and
presents them with a diverse number of enemies that make it dif-
ficult for them to further expand their activities. And I would in-
clude, above all among those groups, the Kurds.

Senator ERNST. Thank you very much. I appreciate your answer,
Secretary.

Thank you, Mr. Chair.

Senator MCCAIN. That was what the Anbar Awakening was all
about, right, Mr. Secretary? My crack staff tells me that, in this
RFP, the Army specified everything the handgun needed to do, in-
cluding comply with the current boar brush, but they didn’t specific
what caliber the weapon should——

[Laughter.]

Senator MCCAIN. Governor Kaine.

Senator KAINE. Thank you, Senator and—McCain—Mr. Chair.

And thank you to you, Dr. Gates, for your service. And we have
a special affection for you because of your service to your alma
mater, William & Mary.

I want to really focus on the last bit of your testimony, which is
what Congress can do better, and, in particular—we have a hear-
ing right now in the Budget Committee about Federal budget re-
form. You testified that, I think, only 2 years during the years that
you were the Secretary of Defense (SECDEF) were you dealing
with a full appropriations bill on the first day of the fiscal year.
Otherwise, you were dealing with CRs. You and your colleagues in
the Secretary of Defense dealt with CRs, you dealt with sequestra-
tion, you dealt with furloughs, you dealt with threats of all of the
above, you dealt with brinksmanship over debt ceiling limitations,
you dealt with a high degree of uncertainty as you’re planning, you
know, “Do I-—what scenario do I run, in terms of the resources that
I'll have? Will I have it—are we going to have to absorb the full
sequester, be it the budget caps? Will there be some relief?”

Talk a little bit about the strategic challenge that it presents to
the entire defense mission of the United States when you’re dealing
with the degree of congressional budgetary uncertainty that we’ve
seen in the Nation in the past number of years.

Dr. GATES. Well, it—as I said in my comments, we have had a—
an appropriations bill at the beginning of the fiscal year twice in
the last 10 years. And, believe me, it was, I think, probably the 9th
and 10th year ago. I submitted, through the President, five budgets
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to the Congress as Secretary, and never once had an appropriation
at the beginning of the fiscal year.

The problem is, you then have to straight-line your spending, you
have to adjust all of your spending, because you can’t spend—you
can’t start anything new, you can’t spend anything more on any-
thing. And then you get several months into the fiscal year, and
all of a sudden you've got money. So, instead of disbursing the
money over a 12-month period in a rational and planned way, you
have to hurry up at the end of the fiscal year. When you get a cut
of 30 percent in the operations budget halfway through the fiscal
year, which is what happened in 2013 because of sequestration,
that’s when you ended up with a third of the Air Force Active Duty
fighter wings grounded. That’s when you didn’t have the money to
deploy the Harry S. Truman to the Persian Gulf. Those are the
very real consequences.

And this uncertainty ripples down to every level. And so, what
you have are commanders at lower levels not wanting to get caught
short, so they’re very conservative in the way they spend their
money, because they don’t know what’s going to happen. And so,
you have less training, less exercises, less maintenance. I mean,
these are all the things that can be put off, and they are being put
off. And the backlog of maintenance in the Navy, for example, is
becoming huge, but it’s because of this uncertainty of when we'’re
going to get something.

I mentioned, in my prepared statement, often in the—in a pro-
gram—in a development of a program, you—when you move from
one year to the next, you create the opportunity to significantly
ramp up production. And when you ramp up the numbers, the
costs go down. You lose those opportunities if you don’t have the
money to ramp up because you don’t know whether you’re going to
have the resources to do that, or even the authority, if you’ve got
a continuing resolution.

So, it has—you know, I mean, it has a huge ripple effect—even
a continuing resolution—a huge ripple effect throughout this entire
giant organization, and you just—you know, I used to say—I used
to say, when testifying up here, I'd say, “You guys expect me—I've
got the biggest supertanker in the world, and you expect me to run
it like a skiff.” And that’s just impossible.

Senator KAINE. Let me compare uncertainty, because, at the
start of your testimony, you talked about there can be a conven-
tional wisdom that you challenge that, “Oh, the world is more un-
certain now than it’s been—more dangerous than it’s been,” but
you sort of walked through from World War II to today, and you
pointed out, decade by decade, the challenges. And, while we may
not be able to predict the next challenge, that there will be chal-
lenges is actually fairly easy to predict, based on past history.
You've testified that you don’t think the Overseas Contingency Op-
erations (OCO) account is particularly smart, in terms of budg-
eting. And you would try to put stuff in the base account. But, it
seems to me that the mission of national defense is probably, in
real terms, kind of more threatened by uncertainty here than un-
certainty in the world. Bad things are going to happen in the
world, and we know it. And we’re not necessarily going to be able
to stop that. We can predict that they will, even if we can’t predict
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the particular one. The uncertainty that we can fix here is the un-
certainty of our own budgetary dysfunction.

Dr. GATES. I sometimes say—when I'm talking to groups and at
universities, I get asked, “What’s the biggest national security
threat to the United States?” And I say, “Well, fundamentally, and
I'm not kidding, it can be found within the two square miles that
encompass the Capitol building and the White House,” because if
we can’t solve these problems, if we can’t get through and begin to
address some of the tough problems facing this country, there is no
single foreign threat that is more dangerous to the future of the
United States than that.

Senator KAINE. Thank you, Dr. Gates.

Senator MCCAIN. When you have the CRs and the sequestration
that you mentioned, and the uncertainty that it breeds, doesn’t it,
over time, have a significant effect on morale and retention?

Dr. GATES. Absolutely. And I think, you know, if Bob Hale, who
was referenced earlier, who was the comptroller while I was Sec-
retary—Bob wrote an article about the consequences for morale of
all of these changes and all this uncertainty and so on. People just
get discouraged. I mean, they do all this planning, and they do—
and then it all comes to naught. And, you know—and I told Gen-
eral Odierno and General Amos, before I left—I said, “My biggest
worry is how you—as these wars ramp down—is how—you have
given these young officers and NCOs amazing independence and
opportunity to be entrepreneurial, innovative, thoughtful, and out
there on their own doing amazing things”—these are really the
captains and the NCOs’ wars—I said, “And if you bring them back
to the Pentagon and put them in a cubicle, you're going to lose
them, you're going to lose the best of these young people.”

I believe that this continuing uncertainty about the future—I
mean, pilots join the Air Force to fly. People join the Army to drive
tanks and other equipment. People join the Navy to go to sea. And
when you tell them youre not going to train as much as you
thought you were, you're not going to fly, you're not going to sail,
you're not going to drive as much as you thought you were, I think
there’s a very real risk that these uncertainties are going to lead
to a bleeding out of some of the most innovative and desirable
young people we have in the military who just, frankly, get fed up.

Senator MCCAIN. Senator Ayotte.

Senator AYOTTE. Thank you, Chairman.

I want to thank you, Dr. Gates, for your incredible record of serv-
ice to our country.

And I certainly hope, as you have rightly said to us today, that
we can come together to address sequester with a budget agree-
ment that is going to make sure that you have that certainty and
that our men and women in uniform have that, given the chal-
lenges we are facing around the world, so that they can plan and
make the right decisions that need to be made to make sure that
the Nation is safe.

I want to shift gears a little bit and ask on a topic, first of all,
that I noticed, in an op-ed that you and Secretary—former Sec-
retary of State Condoleezza Rice wrote recently on the situation
with Russia and the engagement that Russia is taking in Syria to
keep Assad in power, in cooperation with the Iranians. And wanted
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to ask your thought process about, as we look at what Russia is
doing right now, what you think that their goals are, and also what
you think we should be taking as steps.

We recently had testimony before this committee from General
Keane and General Jones, both very distinguished retired generals,
and one thing they said really struck me, that they believe that if
we continue the current course with our interactions with Russia,
they believe it could be the end of NATO if NATO doesn’t further
step up, also, to help address not only this—we think about what’s
happening in Syria, but also the situation with Ukraine and what
is happening in that region.

So, I wanted to get your thoughts on Russia and where you think
we should be stepping up.

Dr. GATES. Well, I had a number of opportunities to interact with
Mr. Putin when I was Secretary. We actually had an interesting
relationship because of our respective backgrounds in intelligence.
I would sometimes remind him that I was Deputy Director of the
Central Intelligence Agency (CIA) when he was a lieutenant colonel
serving in southern East Germany, but——

[Laughter.]

Dr. GATES. What Putin has been most impacted by, in my view,
was the collapse of, not just the Soviet Union, but the Russian Em-
pire. Russia’s borders today are roughly what they were when
Catherine the Great was Empress. Ukraine has been part of the
Russian Empire for a very long time.

Putin is all about lost power, lost glory, lost empire. And he is
not crazy. He is very much an opportunist. But, what—I think he
has two basic strategic objectives. The first is to restore Russia to
great-power status so that no problem in the world can be ad-
dressed without Russia’s involvement and without Russia’s agree-
ment. And the second is as old as the Russian Empire itself, and
that is to create a buffer of states friendly to Russia on the periph-
ery of Russia. And if he can’t create friendly states, then frozen
states, where the West can no longer expand its influence, and
Russia can hold—have at least a barrier. And that’s what hap-
pened, if you will, in eastern Ukraine.

So, I think those are his objectives, and I think that he will be
very opportunistic in pressing those objectives. But, at the same
time, he is not a madman. And I think if he runs—if he encounters
resistance, he will hesitate, he will pull back.

And so, I think that he has seen an opportunity to cement Rus-
sia’s position in the Middle East through helping Assad. I don’t
think—as I—as Condi and I said in the op-ed, he’s not particularly
sentimental. When the time comes for Assad to go, Putin will be
happy to throw him overboard whenever that’s convenient, as long
as Russia has another person coming in who will be attentive to
their interests and allow them to keep the naval base at Tartus
and their position—their military position in Syria.

So, the question then is, What do you do about this? And I think
that—oh, and I guess one other thing I would add is—also in the
back of Putin’s head: as he sees opportunities, if he also has the
opportunity to poke the United States in the eye, he will never
miss that opportunity.
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So, the question is, How do you—where do you resist him? Where
do you push? And frankly, in Ukraine, Putin has escalation control.
He has a lot more forces on the Ukrainian border than we or North
Atlantic Treaty Organization (NATO) can put on the opposite side,
or are willing to put. We also happen to have a pretty dysfunc-
tional government in Kiev, which makes our trying to help them
even more difficult.

So, the question is, then, Where do you have the chance to estab-
lish some limits? And it seems to me one of those places where he
is at the end of a long supply line, and we have some real assets,
is in the Middle East. And I think that there is an opportunity to
draw some lines in Syria that—let me frame it another way.

I think we should decide what we want to do in Syria, whether
it’s a safe haven or anything else, and basically say—just tell the
Russians, “This is what we’re going to do. Stay out of the way.”
And if it’s a safe haven, and it’s in an area that doesn’t threaten
Assad’s hold on power, then it seems to me that the chances of
them challenging us are significantly reduced.

But, at a certain point, first of all, I think we need to stop talking
about whether these actions make them look weak, or he doesn’t
know what he’s doing, or whatever. I think he knows exactly what
he’s doing. And at least in the short-to-medium term, he’s being
successful at it.

Senator AYOTTE. Thank you.

Senator MCCAIN. Fortunately, he’s in a quagmire.

Governor King.

Senator KING. Thank you, Mr. Chairman.

Dr. Gates, welcome. It’s a delight. Your testimony has been pro-
vocative in many ways.

In fact, one of the—my first comment is, you talked about the
USIA. And we abolished the USIA in 1998, and now its successor
agencies have, according to my quick calculations, about half the
budget that it had, and yet, one of the reasons we’re having such
a problem with ISIS is, we’re losing the war of public opinion, par-
ticularly in the Middle East. That was a—in retrospect, a strategic
error, in terms of our ability to combat the idea, which is a very
important part of this conflict. Would you agree?

Dr. GATES. Totally. You know, I would run into people from Paki-
stan to Morocco and elsewhere, and they would say they learned
to speak English in a USIA library. We had a—USIA libraries in
virtually every major city in the world. And these guys would go
there as kids. They would say, “We went there because it was the
only building in town that was air-conditioned.”

[Laughter.]

Dr. GATES. But—they learned to speak English, but they also
learned something about America. And these libraries and these
activities were very important.

And then, obviously, during the Cold War, we had all these capa-
bilities. And it wasn’t just USIA. CIA had a huge covert propa-
ganda operation going on. We infiltrated millions of miniaturized
copies of the Gulag Archipelago into the Soviet Union over the
years, and magazines and stuff like that.

So, it was both an overt—a complementary overt and covert pol-
icy that extended the reach of the message that the United States
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wanted to communicate to other countries, extraordinarily—and
we—what we have now is a pale reflection of all of that.

Senator KING. And yet, that’s an essential element of the war
that we'’re in now.

Dr. GATES. Absolutely.

Senator KING. Second point. You talked about how to fix the bu-
reaucracy. And I kept thinking, as you were talking, what you were
really talking about is leadership, that organizational structure,
you can mess around with, you can change. And then, when you
talked about the budget process here, we could change things, have
a biennial budget or a different kind of budget. But, the—we have
a budget process: pass authorization bills and then pass appropria-
tions bills. We don’t do it. Wouldn’t you agree? It’s really a failure
of leadership. It’s not a failure of structure or good intentions.

Dr. GATES. It is a failure of politicians to do politics. Politics is
about leadership, but also about making choices and making deci-
sions.

You know, one of my favorite Churchill quotes is, “Having one’s
ear to the ground is a very awkward position from which to lead.”

[Laughter.]

Senator KiNG. My favorite—I'll trade Churchill quotes—my fa-
vorite is, “Success consists of going from failure to failure without
a loss of enthusiasm.”

[Laughter.]

Senator KING. We had a very interesting hearing last week on
the aircraft carrier and overruns. And as we got into the subject,
it became apparent that one of the problems was trying to cram a
lot of new technology into a—an asset that’s going to have to last
40 or 50 years. You could say the same about the F-35 or other
new weapon systems. How do we deal with the problem of new
technology, which involves risk, which involves time, which in-
volves mistakes and rework, and yet we can’t afford to be building
obsolete weapon systems? Do you see the challenge?

Dr. GATEs. Well, I think that—let me use a—an example from
when I was Secretary. I stopped one new bomber program, because
I thought it was headed down the wrong path. And I ultimately,
before I left, approved the next- generation bomber that the Air
Force is bringing before you all. But, I told them that they had to
design it with a couple of things in mind. First of all, they needed
to be—we didn’t want to repeat the B-1—or the B-2 bomber,
where, because we kept reducing the buy, we ended up with 20 of
them, and so they ended up costing $2 billion apiece. So, when we
lost one on Guam, that’s 5 percent of our bomber force, and it’s $2
billion. So, I said, “You’ve got to build it—you’ve got to design it
so that you can buy at least 100. And you have to keep the cost—
you have to start with technology that you understand.”

So, your colleague was talking about off-the-shelf hardware. I
think that, you know, if you look at the B-52—I was born and grew
up in Wichita; they built the B-52 when I was in elementary school
and middle school. And they’re still flying. Now, there’s not much
original left in the B—2. But, the point is, those planes were built
in such a way that we have been able to enhance their capabilities
as new technology has come along, for decades. That’s what we
need to do with the next-generation bomber. It needs to be some-
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thing that we know we can get off the ground for a reasonable
price, and then, as new technologies become available, integrate
them into that system.

Whether you can do that with an aircraft carrier—I got into a
huge amount of trouble with the Navy League several years ago,
when I made the mistake of telling them, at their meeting, “We
ought to think long and hard about the long-term missions of air-
craft carriers,” and particularly as China was working on their
anti-access area-denial capabilities.

But, I think that—I mean, we need to think about these systems
more in terms of how we can get the best technology we can, that
we have available, that we know works; build it, and then enhance
it as we go along. That may not get you the most tremendously ad-
vanced capability, but you'll have a larger number.

I mean, one of the reasons the number of Navy ships is down so
far is because each ship has become so incredibly expensive. And,
you know, the old line is, “Well, we have a lot of quality.” I mean,
there’s a lot of technological capability in these things. Another one
of my favorite quotes from an unlikely source is Josef Stalin, who
once said, “At a certain point, quantity has a quality all of its own.”

[Laughter.]

Dr. GATES. And it goes to the Chairman’s point, you can’t have
the same aircraft carrier in the Persian Gulf and the South China
Sea at the same time. So, we’ve got to figure out a way—you know,
having the most advanced technological whatever in the world
doesn’t help you much if you can only afford to build 20 of them.
So, better to have something that has somewhat less capability,
where you might be able to build hundreds——

Senator KING. And modular

Dr. GATES.—and then upgrade them.

Senator KING. And modularize it in some way so that you can
upgrade. I think that’s an important concept.

Thank you. Appreciate it.

Thank you, Mr. Chairman.

Senator MCCAIN. In the defense bill, we do require studies on
other platforms. Maybe not do away with the carrier, but certainly
the dependency on one company building it is part of—I think, con-
tributes to the overrun problem. I think you would agree, Dr.
Gates.

Dr. GATES. The absence of competition is never good.

Senator MCCAIN. Senator Cotton.

Senator COTTON. Secretary Gates, thank you very much for your
lifetime of service to our country and its national security interests;
in particular, your 4 and a half years as a wartime Secretary of De-
fense, when your actions saved hundreds, if not thousands, of lives
of troops in Iraq and Afghanistan.

Dr. GATES. Thank you.

Senator COTTON. Appreciate it.

In those many years as a leader in America’s national security
establishment, can you recall a time when our strategic interests
were as threatened as they are today across the Eurasian super-
continent?

Dr. GATES. Well, I think, you know, we have—as I mentioned at
the very beginning of my remarks, every decade has had a variety
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of challenges. I think it’s probably fair to say that we’ve not had
as many challenges in as many and widespread parts of the world
as we do today, that the occasions that that has happened have
been pretty rare, I think.

Senator COTTON. The one country that spans across the entire
continent and has a global interest, you might say, like the United
States, is Russia. Given some of Russia’s recent provocations, not
just in Europe, but in the Middle East, do you think that, as part
of defense reform, we should relook at our basing structures in Eu-
rope, to include the possibility of moving permanently stationed
troops to the front lines of NATO, the Baltics, if not Poland?

Dr. GATES. I think that we need to increase—well, first of all, let
me say, I agree with the steps that have been taken to increase the
presence of NATO and United States forces in eastern Europe, par-
ticularly in Poland and in the Baltic states. I think the idea of hav-
ing equipment sets, as the Pentagon is thinking about, has a lot
of merit, in terms of having the equipment already pre-positioned
in Europe. I think I would work very closely with our NATO part-
ners, in terms of the wisdom of having permanent United States
bases in Poland or in the Baltic states. There is always the risk of
taking a step too far and creating a consequence that you were try-
ing to prevent in the first place. And as in the case of eastern
Ukraine, the Russians have a lot more capability and a lot shorter
supply lines in that area than we do, but I think enhancing the de-
fensive patrolling out of the—air patrolling out of the Baltic states,
challenging Russian aircraft when they come up and go beyond
where they should go, and having regular exercises in eastern Eu-
rope—the truth is, Putin has provoked all of this. Our allies, when
I was Secretary, back in 2008-2009, when we would propose—
when the United States would propose having an exercise in Po-
land or in the Baltic states, our NATO counterparts wanted no part
of it. So, one of the things Putin has achieved is to create enough
alarm in Europe that our allies are now willing to participate with
us in those kinds of forward operations.

So, 'm—I guess what I'm saying is, I totally support advanced
kit being over there. I totally support the rotational presence and
increased presence of our forces and other NATO forces on a rota-
tional basis. I think whether you want to go to permanent bases
is a tougher question.

Senator COTTON. Okay. Another thing that Vladimir Putin has
done, especially in the last month, is display some of his advances
in missile technology to go along with the boasts he’s made. The
United States, in recent years, has accused Russia of developing a
nuclear ground-launched cruise missile, in violation of the Inter-
mediate-Range Nuclear Forces Treaty. Given that Vladimir Putin
already has nuclear weapons that hold all of Europe at risk, why
do you think he would be considering developing such a missile?
What does that tell us about the way he conceives his nuclear
strategy as part of his overall security strategy?

Dr. GATES. The Russian Defense Minister, as early as 2007, ap-
proached me about doing away with the INF Treaty. And he said,
“The irony is, the United States and Russia are the only countries
that cannot have intermediate-range missiles.” And then he said,
“Now, of course, if we do away with it, we would not put those mis-
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siles in the West, we’ll put them in the south and in the east,”
meaning Iran and China. I wasn’t sure I believed that at the time,
but—so, they’ve been interested in getting out of this treaty for sev-
eral years. And just as we unilaterally walked away from the ABM
Treaty early in the second Bush administration, it would not sur-
prise me in the least to see Russia walk away from the INF Treaty
and have the opportunity to deploy more of these missiles.

Senator COTTON. And should we, (a) consider their offer and ab-
rogate the INF Treaty, and (b) regardless, should we consider to
begin the development of new nuclear warheads that would be
smaller, more versatile, to counter the threat that Vladimir Putin
is beginning to pose?

Dr. GATES. Well, theoretically, my answer would be yes, but I
would tell you, practically speaking, I spent virtually the entire 4
and a half years that I was Secretary of Defense trying to get the
executive—first, the executive branch and then the Congress to fig-
ure out a way to modernize the nuclear weapons we already have.
That effort was a signal failure. So, until—if I have to have a pri-
ority on developing nuclear weapons, it would be to modernize the
ones we already have to make them safer and more reliable, rather
than building new ones.

Senator COTTON. Thank you.

Senator MCCAIN. Senator Donnelly.

Senator DONNELLY. Thank you, Mr. Chairman.

And, Doctor, thank you so much.

As with some of our B-52 crews recently, they enjoy flying them
as much as ever. And we want to thank you also because you are
also a member of the Indiana University family, and we are very,
very proud of that fact.

I wanted to talk to you for a second about some of the aftereffects
of so many of the battles we have been in, and that is the Veterans
Administration and the work together with the Department of De-
fense. And we’ve had glitches, things like sharing health records,
aligning the drug formularies when the handoff comes, matching
up disability ratings. And I was wondering if, in your time, you
have any—that you’ve learned any recommendations you have for
us that can help make that transition better, that can help make
DOD and VA work together better, any glitches you saw that you
think, “Look, this still exists.” How do we remove this, how do we
take care of this?

Dr. GATES. I saw a lot of glitches. And, as I've said, if there’s one
bureaucracy in Washington that may be even more intractable
than DOD, it’s VA. And I would find repeatedly—and I worked
with two Secretaries of VA that I thought were of very high caliber
people, and they were very intent on helping veterans. The problem
was that, when we would meet, we and our deputies would meet,
and we would agree to do things, it would all fall apart the second
he and I weren’t on top of it. And I—this was one case where I
think I was better able, in the Defense Department, to make sure
things got done, but in VA, and particularly under Secretary
Shinseki, I just had the feeling that he was sort of on the bridge
of the ship, and he had the big wheel in his hands, but all the ca-
bles below the wheel had been cut off to every other part of the or-
ganization, and he was just spinning the wheel.
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We worked on electronic records. And, frankly, a lot has been ac-
complished. Not nearly as much as could have been. But, I've
just—I had the feeling—first of all, these bureaucracies were at
each other’s throats over whose computer program they were going
to use—VA’s or DOD’s; and we would go back and forth on this,
and we’d get briefings, and so on and so forth.

And so, I think that—the bottom-line answer is to reaffirm what
everybody knows. That is, there are huge problems in dealing with
these veterans issues. My objective had been—I wanted the transi-
tion to—for, let’s say, a soldier—to be seamless, that he almost
didn’t know when he passed from DOD into VA hands, because it
was all done electronically, and so on. And, unfortunately, we're
just not there. I mean, my own view on these issues—and I'm not
an expert on veterans affairs—but, I think the idea of—if you can’t
get an appointment at a VA hospital within a reasonable period of
time, then you're automatically granted a voucher to get help from
a—from somebody in the private sector so that you actually can get
treated quickly.

But, VA was as unprepared for long, protracted wars as the De-
partment of Defense was. They were dealing with, basically—their
youngest people they were dealing with mostly were Vietnam-era
people, so people the Chairman’s and my age. And all of a sudden,
they had this gigantic influx of young men, mainly, who were griev-
ously wounded and would need rehabilitation for years and years,
and they were totally unprepared to deal with that.

Senator DONNELLY. Let me ask you one other area that you dealt
extensively with, and that is trying to reduce suicides in the Active
Duty military. One of the areas that we’re pushing on, as well, is
to try to move decision making down to platoon leaders and others
who deal every day with the soldier. Do you have any additional
recommendations that you think could make a difference in reduc-
ing the suicide rate?

Dr. GATES. One of the things that we discovered—and my guess
is, it hasn’t improved much since I left—as we went out to hire a
significant number of mental health professionals to work in our
hospitals, to work with Wounded Warrior Units, Warrior Transi-
tion Units, and so on, there basically weren’t enough of those pro-
fessionals to be able to—for us to access to be able to make as big
a dent in the problem as we wanted.

One of the ideas that I had, that, frankly, I never got the chance
to push, was that, just as—just as there is legislation that—if a
young man or woman goes to medical school and is willing to com-
mit to some years of service in the military, the military will pay
for their medical education. One thing you all might look at is
whether that could be extended to mental health professionals, as
well. And it would be a twofer for the country. First of all, it would
give the military more of these assets that we need, and so we
could have people at almost every base and post, but, when they
leave the military, they’ll fill a very real need in American society
as a whole.

Senator DONNELLY. Thank you.

Thank you, Mr. Chairman.

Senator McCAIN. We'll take that suggestion on board, Mr. Sec-
retary.
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Senator Lee.

Senator LEE. Thank you, Mr. Chairman.

Thank you, Dr. Gates, for being with us. You—I think you’re
somewhat uniquely qualified, based on your experience as Sec-
retary of Defense, to testify and to give us advice on issues related
to reform within the Pentagon. We appreciate your service and
your willingness to come back today, even though, as you note in
your book, it’s not exactly your favorite thing to do, to testify in
these hearings. And I can’t blame you.

A lot of military analysts have lamented at some length the
growth, over the past two or three decades, of what they sometimes
refer to as the military bureaucracy, referring, of course, to support
staff and headquarters staff, whether they be uniformed, civilian,
contractors, or a combination of the—all of the above, and that a
lot of this occurs—this growth occurs at the expense of the mili-
tary’s core operational forces. And so, in other words, we get a lot
of growth, a lot of movement, but not necessarily a lot of forward
progress, because we’re not necessarily growing the part of the
military that actually does things, that actually goes in and does
the work that the military is there to do. How much of this growth
in headquarters and support services occurred as the United States
became involved in the wars in Afghanistan and in Iraq?

Dr. GATES. Well, as your question implies, it began before those
wars, but I think that the amount of money that began to flow to
the Department of Defense after 9/11 really removed any con-
straints for hiring additional people. And so, you know, one of the
things that—as you’re probably aware, a couple of our commanders
got into a lot of trouble by giving interviews to various press out-
lets that got them into trouble with the President. Well, what I dis-
covered was that several of these commands had gone out and
hired contractors to provide them with public relations advice. This
was not something that it seemed to me that a combatant com-
mander needed, but I think

Senator LEE. At least not for the purpose of fighting wars.

Dr. GATES. Well, at least not for the purpose of why they were
there. So, [—when I—in 2010, we put some very severe constraints
on—in fact, we froze contractor—the number of contractors, and
then put some restrictions in place that would require the different
parts of the Department to begin reducing the number of contrac-
tors. We also tried, as part of the overhead effort in 19-—in 2010,
when we found $180 billion in savings in overhead—the measures
that we were taking included a number of cutbacks, in terms of
headquarters staffing. I mentioned earlier, we had a—as part of
that plan, cutting 50 general officer slots. One of the things we dis-
covered had been a grade creep so that, where you might have a
three- star commander of the air forces in Europe at one time, you
now had a four-star. So, how do you push that back down? Because
they all have—you know, if you go from three to four stars, you get
more staff, and so on and so forth. So, I think we have kind of an—
we have a pretty good idea of how we can go after those kinds of—
that kind of overhead, but it requires—as I suggested earlier, it re-
quires a continuing pressure on the institution, and accountability
of—you know, “You said you were going to cut X number. Have you
done it? And if not, why not?”
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Senator LEE. How about the—how are these issues, meaning the
relationship between the size of the DOD bureaucracy—how is the
size of the DOD bureaucracy related to the scope of the missions
that we become involved in around the world? In other words, if
the United States were to take either a more involved or a less in-
volved role in addressing various crises around the world, what ef-
fect might that have on the size of the headquarters and support
structures for the military services and combatant commands?

Dr. GATES. I think, particularly when it comes to headquarters,
whichever way you went, you could cut the numbers.

Senator LEE. You could cut them, either way, whether you’re
taking a more involved role or a less involved role.

Dr. GATES. Yes.

Senator LEE. So, it need not necessarily follow, from a decision
to get involved in a particular conflict, that we have to grow the
Pentagon, that we have to grow the support staff or the military
bureaucracy to a corresponding degree.

Dr. GATES. That’s my belief.

Senator LEE. Okay. I see my time’s expired. Thank you very
much, Secretary Gates.

Thank you, Mr. Chairman.

Senator COTTON [presiding]. Senator Blumenthal.

Senator BLUMENTHAL. Thanks, Mr. Chairman.

Welcome, Secretary Gates, and thank you for your service to our
Nation, and your continuing service now.

I wonder if you could talk a little bit about the connectivity be-
tween the Department of Defense and the VA. And I know this was
an issue very much on your mind when you were Secretary. From
what you've seen, has there been improvement, for example, in the
transfer of medical records, in the services that are provided to our
military men and women when they are about to leave the mili-
tary? Could you give us your assessment?

Dr. GATES. Senator, we were beginning to make some headway
on sharing electronic health records when I left. In all honesty, this
is an area, in the 4 years since I've been gone, where I've—I'm not
aware of what’s actually been done under my successors. And with
VA, I would hope the progress has continued, but I must say that,
just based on what I read in the newspapers and what I hear from
various veterans as I go around the country, I worry that they
don’t see a lot of improvement.

Senator BLUMENTHAL. I think you worry with good reason, from
what I know, from what we have been told in these settings, in the
VA, and other fora. So, I appreciates that you do not have the same
kind of access or involvement, but I think your instinct and your
observations are well taken, that, in many ways, there has been
very little progress in the years since you've left. And I think that
the institutional barriers to progress really have to be broken down
and reformed. We’re here about reform.

And, as I think you have observed, probably in this very room
on repeated occasions, nothing more important as a resource than
the men and women who serve. With all the equipment and the or-
ganization, at the end of the day, it’s really the rewards and incen-
tives that we provide to our military men and women. And the
transition to civilian life is part of what we owe them and, after-
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Warél, the education and skill training and healthcare that they
need.

From your last 4 years in the civilian world, do you have any ob-
servation about how well our schools are doing in accommodating
the needs of our veterans?

Dr. GATES. As in the public schools or higher education?

Senator BLUMENTHAL. Higher education.

Dr. GATES. Higher education? I think—so, I have affiliations with
several universities. I'm the Chancellor of the College of William &
Mary, 'm—was president of Texas A&M. And so, I'd get down
there from time to time. We have a community college in our local
town in Washington State. And just taking those three examples,
I think that these—I think many universities and community col-
leges over the past few years have made extraordinary strides in
reaching out to veterans. All three of the institutions that I just de-
scribed have space allocated for veterans organizations, a lounge
where veterans can go and relax together on campus, programs to
help veterans, ways to get veterans together to give mutual rein-
forcement so that men and women who have been in combat in
Iraq and Afghanistan have somebody to talk to other than a 18-
year-old who just graduated from high school. And so, I have the
sense that—you know, I know—I've read in the papers about all
the scandals, in terms of misuse of VA funds, and so on. But, I
think at—in terms of some of the for-profit schools, and so on—but,
I—my experience and what I've heard anecdotally as I go around
the country and talk to various—at various universities, from the
most elite universities to the biggest public universities—I have the
sense that theyre totally unlike Vietnam. These campuses are
bending over backward to make veterans welcome and to help
make them successful.

Senator BLUMENTHAL. Thank you.

My time is expired, but I might just say, your observations, I
think, also are aligned with mine, anecdotally. I don’t have num-
bers or statistics, but peer- to-peer relationships and veteran-to-
veteran programs, where veterans can provide relationships, and
crisis intervention, I think, are increasingly common, plus the
OASIS program that you just described, where veterans can go and
find other veterans, increasingly common, as well. So, I thank you
for being here today.

Dr. GATES. Thank you.

Senator COTTON. Senator Cruz.

Senator CRUZ. Thank you, Mr. Chairman.

Dr. GATES. Senator.

Senator CRUZ. Secretary Gates, welcome. Thank you for being
here. Thank you for your many, many decades of distinguished
service to our Nation and also to my home State of Texas. It’s very
good to see you.

Dr. GATES. Thank you.

Senator CRUZ. I want to start by talking with you about the mo-
rale of the military, which is a concern that troubles me greatly.
The Military Times did a survey in 2009, and they asked soldiers
whether the overall quality of life is “good or excellent.” And 2009,
91 percent of soldiers said yes. In 2014, that number had dropped
from 91 percent to 56 percent. Likewise, they asked whether senior
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military leadership had their best interests at heart. In 2009, 53
percent of soldiers agreed with that statement. In 2014, that num-
ber dropped in half, to roughly 27 percent.

Do you share my concerns about declining morale in the mili-
tary? And, if so, what do you see as the cause of these challenges?

Dr. GATES. I don’t have any statistics, but I do have the sense
that there is a morale problem. And I think it is—I think it’s due
to several things. First of all, I think it is due to the substantial
and growing cutbacks in the number of men and women in the
military. So, people in the military now are less confident that they
will be allowed to remain in the military, that, in the force reduc-
tions, they will be turned out—in essence, be fired, and particularly
for those who have some years in, and probably have families, con-
cerns about what they will do if, because of forced downsizing, they
end up out in the civilian world again. I think that there’s a morale
problem that derives from a lot of the budgetary uncertainty, in the
sense that, as I suggested earlier, people who joined the military
to fly airplanes, sail on ships, or drive tanks, are finding they don’t
have the same opportunities to do that anymore. That’s the stuff
that made it “fun” and that was one of the things that encouraged
them to stay.

So, I think that these and the budgetary uncertainties and so on
are all part of a challenge for our young men and women in uni-
form.

And then the final one that I mentioned just a few minutes ago,
and that is, you go—particularly the ground forces—you go from—
mostly young men who have been out in Iraq and Afghanistan on
these deployments, they have this great sense of comradery and
brotherhood with their fellow soldiers and marines. They’'ve given—
been given a lot of opportunity to operate independently and in an
entrepreneurial way, and be innovative, and so on, and they're
being brought back and put in cubicles and asked to do
PowerPoints.

So, I think all those things together probably are having a real
impact on morale.

Senator CRUZ. You know, in my view, another factor that is con-
tributing, in addition to every one you just discussed, is having a
Commander in Chief that fails to set clear objectives, and, in par-
ticular, an objective of winning, clearly and decisively, military con-
flicts in which we’re engaged. In your book, “Duty,” you stated that
President Obama didn’t appear to believe that this own strategy for
Afghanistan in the Middle East would work. Is that still a concern
you share?

Dr. GATES. Well, I—what I wrote about and what concerned me
was that—my belief that if a Commander in Chief or a Secretary
of Defense is going to send a young man or a young woman into
harm’s way, they need to be able to explain to that young person
in uniform why that mission is important, why the cause is noble
and just, why their sacrifice is worthwhile. And that was—I think
the easiest way to put it, that was not a speech I heard the Presi-
dent give.

Senator CRUZ. No. Sadly, it was not.

One final question. The budget request that you proposed in fis-
cal year 2012 called for $615 billion in the base budget for fiscal
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year 2016. That was the last Pentagon budget that was directly de-
rived from the threats we face. By any measure, the world, I be-
lieve, has become much more dangerous today than it was in 2012.
Do you agree with that assessment? And do you view that baseline
of $615 as a—$615 billion as a reasonable baseline, given the grow-
ing threats in the world?

Dr. GATES. I would say—I've been out of this for 4 years, but I
would say that, certainly, the number of challenges that we face in
a variety of places in the world are more complex and more dif-
ficult than when I put together that fiscal year 2012 budget. I have
seen several assessments by analytical groups that I respect, that
are nonpartisan, that basically say that the Congress and the ad-
ministration should go back to that fiscal year 2012 budget as the
base for going forward. And I respect the views of those who say
that, and I, therefore, think that that probably would be a good
idea.

Senator CRUZ. Thank you very much, Mr. Secretary.

Senator COTTON. Mr. Secretary, if, as you said at the beginning,
the least sincere statement in hearing like this is, “Mr. Chairman,
I'm ready for your questions,” perhaps the least welcome statement
is, “I have a few more questions.” Just two, though.

When we were talking earlier, you said that, theoretically, you
think that we would need to modernize our nuclear warheads,
build new ones, maybe smaller, more versatile. That’s a debate we
can have. But, practically, you had the devil’'s own time of just
modernizing the warheads that we had. Why do you think that is?

Dr. GATES. Well, there—to be honest about it, there was a great
deal of resistance, both within the administration—this administra-
tion—and here on the Hill, to allocating the funds for modernizing
our nuclear enterprise. At a time when the—sort of, the political
aspiration is to get rid of nuclear weapons, the—it was seen as the
U.S. trying to improve or enhance our nuclear capabilities, when,
in reality, what we were proposing was not any additional nuclear
weapons, but simply, rather, trying to make the ones that we al-
ready have more reliable and safer than the very old designs that
we have deployed today.

It’s a very expensive proposition, but I actually allocated, within
the defense budget, about $4-and-a-half billion that would go to the
nuclear enterprise at the Department of Energy, but, at the end of
the day, it all fell apart. But, it was part of the deal, actually, that
was made with the passage of the most recent strategic arms
agreement. Part of the deal that was made was that we would
modernize a good bit of the nuclear enterprise in exchange for sup-
port for going forward with the newest arms control agreement.
The trouble is, to the best of my knowledge—and, as I say, I've
been gone 4 years—but, to the best of my knowledge, there has
been no forward progress on that modernization effort.

Senator COTTON. Since you pursued this effort, despite the polit-
ical headwinds, presumably you believe there are few things more
important than a safe and reliable nuclear deterrent for our Presi-
dent to have?

Dr. GATES. Well, there is nothing more important than that.

Senator COTTON. Thank you.
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Final question. The Goldwater-Nichols Act reorganized the De-
partment of Defense to improve the quality of strategy, policy,
plans, and military advice for civilian leaders. Do you think the or-
ganization set up by Goldwater-Nichols provided you with the best
possible ideas, options, and advice while you were Secretary of De-
fense?

Dr. GATES. I would say that the policy papers and the planning
that I received both from the Office—from the Under Secretary for
Policy under both President Bush and President Obama were first-
rate. Led—that organization was led, under President Bush, by
Eric Adelman, by Michele Flournoy under President Obama. And
I thought I got very high quality work from them. I thought that,
on the military side, I got very good planning and very good advice
from the joint staff and from the combatant commanders.

I think that the one place where the gap between resources and
strategy begins to diverge is, every 4 years, when we do the Quad-
rennial Defense Review. And too often the Quadrennial Defense
Review, which is kind of what our strategy ought to be to imple-
ment—what our military approach ought to be to implementing the
President’s national security strategy, gets divorced from the budg-
et realities. And therefore, I think that reduces the value of the
Quadrennial Defense Review. When we did the one in 2010, we
tried to bring those two back closer together, but we didn’t entirely
succeed.

Senator COTTON. Thank you.

Mr. Secretary, thank you, not just from me, but on behalf of all
of my colleagues and the citizens we serve, but, most importantly,
the men and women of our Armed Forces, who you led for 4 and
a half years of war and whose lives you helped save.

Dr. GATES. Thank you.

Senator COTTON. This hearing is adjourned.

[Whereupon, at 11:52 a.m., the hearing was adjourned.]
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