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TAKING STOCK:
THE U.S. MILITARY BUILDUP

Defense Monitor In Brief

® This Defenge Monitor evaluates the U.S. military buildup and projects future trends if
current programs are continued.

¢ The military request for 1985 at about 2300 Billion is the largest in the history of the
nation. A level budget of $278 Billion is more than adequate for a strong defensze.

e Military budgets for 1982-89 will provide $2.6 Trillion in eight vears lor the military. By
comparison, in the preceding 35 vears the U.S, spent $2.3 Trillion en the military.

® Rising military spending contributes significantly to the deficits.

® (Costly new weapons are consuming more and more of the budget while the funds (o
operate them are not keeping pace.

¢ The military's share of the federal spending is rising while other programs' share 1s
decreasing.

* Pentagon waste, fraud and abuse are not occasional aberrations, but are rooted in the
very way the Department of Defense does business.

® For the first time in 15 years the U.5. and the Soviet Union are not engaged in arms
control negotiations. The future could bring dismantling of present treaties and an unre-
strained arms race.

Military Spending and The Economy

The military budget for 1985 at
about §300 Billion is the largest in
the history of the nation. This De-
fenre Monfior examines a variety of
issues which are at the center of the
current debate between those who
peek “Peace through Military
Strength™ and these who advocate
measurep to restrain the present
global arms buildup.

For the first time the Pentagon has
propesed mililary spending levels
during pesceiime greater than those
at the height of the Korean or Viet-
nam Wars. The last thres military
budgets (1952-84) totsl 530 Billion
and the Pentagon has proposed 1.9
Trillion more for the next five vears.
Thus., current budget plans for
1982-88 would provide §2.6 Trillion
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for the military. By comparizon, the
U5, gpert $2.3 Trillion from 1546
81, a period of 356 vears which in-
clodee Korea and Vielnam. Aciual
expendilures could be even higher.
The General Accounting Office
iGAC has Tfound thet the Penagon's
presenl five year plan is weders) b Lid
by al least $173 Billion and at moe
£324 Bilhwon
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The military budget request for

Fiscal Yoar (FY) 1985 iz 3313 Billion, ESTIMATING THE DEFICIT
This works out to BR60 mul 1o a day,

£36 million an hour, $596,000 a min. FYéa FYB5 FY88 FYST Fye2 FYBS TOTAL
ute, almost F10,000 a second. This Official projection 5184 180 177 180 152 123 9a7
hudget iz 18% higher than last year's CBO §190 195 27 248 a2 328 1458
and represents a 72% rise since 1981, Ji. Econ. Comm.  $183 209 & 267 a2 308 1478

One of the fasteat growing portiona
of the budget is the Department of
Energy ( DOE ) funding for the design,
testing and production of nuclear
weapons. Up over 16% from last year
and 114% zinge 1981 ifrom $3.6 Bil-
lion to $7.8 Billon) these huge
budgets, the Administration says,
are required to fulfill plans to build
17.000 nuelear weapons in the com-
ing decada. The next five years call
for DOE to receive $44.7 Bilkon to
design, test and produce nuclear
WERPONE.

Exaggerating U.S.
Weakness

The Secrctary of Defense’s An-
nual Report to the Congress is sup-
posed to define overall military goals
and strategies and ahow how they are
being Mulfilled, but the FY85 report
continues the trend established by
the previous twa by supplying X
and less information to Congress and
the American people. Two central
impressions are apparently meant to
be left in the reader’s mind. The first
ia that the new Administration ar-
rived in office just in the nick of time.
{ur atrength had been seriously
weakened —=we were in grave
danger. Everything was wrong when
they arrived: "readiness has seri-
ously eroded;” "morale was danger-
ously low,” there was "a major
shortfall in weapons and equip-

(in § Blllions)

Chart prepared by GO

Thease staggering deficits have major effects on the economy at large. The
President cume to office promising to balances the budget. [nstesl,. more debt will
aocumualats now than was incorred from George Washingten to Jimmy Carter,
Under wery oplimistic official assumptions the combined defieil fromn 1984-89
alone will total 2997 Billion. A stedy by Congress’s Joint Easomic Committes
says that thess projections are based on assumptions that have no "empirical or
theorstical foundation™ and that the methodology s “specions.” They predict
that if no serious action is taken the LS national debt will double o 52 85
Trillion by the end of the decade. The Congressional Bodget (Hfice (CBOW
congurs in this estimate. Defleit estimates are commpared ahove.

A Level Military Budget to Heduce Deficits

Thare is conkroversy over what causes the deficit but many belisve —amang
them Martin Feldstein, the President’s Economic Adviser—that the Pentagon
budget plays o major part. Some afficials cepeatodly claim that skyrocketing
Social Secunity and Medicare costs are a4 major resson, but beginning in 1955
these programs will pay for themsalves and sven produce surpluses totalling
$125 Billion cver the next five vears. Far from contributing to deficits, the
projected surpluses are used by the Administration to make the deficits lack
amaller than they really will be,

Whareas it was ones halieved that military spending hod positive effects on
the economy there is growing svidence that its influence is pegative. Military
apending, for imstancs, is not & very efficient generator of jobe, Per Billion dollars
spent it generates about 25-28,000 jobs while the same amount spent for more
sl pocial PurpOses, such ns l;luiH'm.g: hLﬂ!ﬂr:l, coaild create up to twice &g
mAnY.

The gowernment's thres vear 3144 Billion “deficit-reduction packags™ pro-
poaed in March is tos weak to stem the flood of red ink with all of its deleterious
EONOMILE COTSHpURTLCRS.

A more effective strategy 18 Lo freeze military spending at its 1984 level, plus
inflation. This would mesn a budget of $277.8 Billion in 1385, saving $315.5
Billion. The chart below shows the savings that would result from a level budget
steategy for the next five years.

SAVINGS FROM A LEVEL MILITARY BUDGET (3 in Billions)

ment;" "dangercus obsolescence Detense

threatened all three legs of our Department infiation Lavel

strategic trind " | Year Plan Rate Budget Saving
The zecond intended impression is 1585 $ 313.3 4.79% $ 2778 & 385

of the Soviet Union allhei.mplmhl_u 1088 $ 358.0 5 99 $ 2006 $ 865

enemy. This graphic yet simplistic 1987 $ 389.1 5.0% $ 3071 $ 820

picture is a constant staple of Ameri- 1688 $ 4216 4.7% 3 3215 $100.1

can politica. Certain political figures 1589 § 4564 4,4% $ 3366 $120.8

like to cast themselves as hard-nosed Total $108.4 ey SADLE

realists and their critics as naive and

soft headed appeasers, They trans- Chart prepared by COI,

Iate every complex political/sociall
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economic situation confranting the
world into stark East-West equa-
tions.

Boviet Military Spending

Since the late 19708 the most
widely cited rationale for the huge
UE. buildup was that it was in re-
sponse to huge Boviet military
budgets. Becretary of Defense Wein-
berger hae repeated it without
elaborating on how Soviet military
spending is estimated.

The Central Intelligence Agency is
responsible for estimating Soviet
military spending. Their methodol-
ogy is to compute what the Soviet
military would cost if built and oper-
ated in the U.8. using U5, prices and
wages. For example, to compute per-
sonnel costs the CIA assumes a
Boviet conscript’s salary to be $675 a
manth, which is what the U8, Army
piays a private, whereas the Soviet
comscript actually gets 4 or § rubles
(&8.00) a month, The CIA asksa U.S.
eorporation to compute what it would
cost it to build a T-72 tank, or new
radar or aircraft, a figure which even
the CLA points out has very little to
do with how much the item actually
ooste the Boviet government.

In 1983 testimony before the Joint
Economic Committee the CIA made a
eignificant downward revision of its
estimate of Soviet military spending
for the pericd 1976-B1 which went
almost unreported in the press, The
new estimate showed un inerease of
only 2% per year overall and no in-
crease in the buying of weapons, Dur-
ing the same period average annual
LB military expenditures had a real
growth rate of approximately #% and
since then they have averaged 5%,

Like the bomber and missile
“gaps” of the past that later proved
lusery we now find, as Senator
Proxmire said, "Moscow has not been
expanding its effort at the rapid rate
that was once believed. It slowed its
defense expansion beginning about
geven years ago, & fact that the
Bovietz neglected to communicate
and that the West failed to detect.”

Despite this newly gained knowl-
edge, Secretary Weinberger con-
tinues to cite the "unrelenting”
Boviet huildup as justification for
their proposed 18% increase in 1985.
It ig certain the Soviets will respond
with increases of their own,

The time honored technigue used
for more than three decades Lo deflect
eriticizm and promoie hagher mili-
tary budgrts 15 (o instill fear 1n the
American public about the Soviet
Union. As Richard Perle, Assistant
Secrelary of Defense, has said,
"Democracies will not sacrifice 1o
protect their security in the sbsence
of B sense of donger, And every time

we create the iTmpression that we and
the Soviets are cooperating and mod-
erating the competition, we diminish
that sense of apprelwn=ion.”

Readiness

Resdiness iz one a the more popu-
lar burz words in Washington thess
daye. Like "deterrenee” everyone is
for it bt no one issxactly sure what
it meanz or how to measare il In the
most peneral sense, readinese 15 the
armed forces” ability to Tespond o
any military threst or contingency
up to arnd including fighting con-

Waapon Syslam Mo,
ARMY

M-1 Tank 7.071
Balrigt missile 6,339
Bradiey wehice 6,508
Apache melcopbes 574
Stingar missile 46,417
HAVY

F-18 aircraf 1,377
F-14A gircraf i
Tricent Il missile 6
Triderd submarine 16
B5M-688 submaring B4
CG4T Crusser b
DDG-51 Dasinoyer 14
Cruise missile (sea) 4 068
AN-B8 aircral 334
AlR FORCE

F-16 airerah ol
F:15 airerait 1,376
AMFAAM missile” 24 485
HARM rmissile" 17.528
Cruise missile (air) 1,787
Cruiss misse {ground) 656

*Joind AF-Mavy program

Twenty Big Ticket Programs

The Pentagon has hundrede of weapon eystems in the pipeline.
Eighty-zeven of the larger programe are estimated to cof $750 Billion
combined. Twenty which total $413 Billion are shown below,

Cost per
Estimated Cosi weapon
£20.0 Billion £2. 6 rmuillson
£11.8 Billion £1.8 million
£11.3 Billign £1.6 million
27.3 Billign 14 il
53,7 Billion SHO, 000
S40.0 Bilkzn §20 million
%38.3 Bon L43 rmilion
537 .4 Balon 548 muillion
325 Billon 2 Billegn
£31.0 Billon S5O0 rrillice
$28.8 Bilkomn 1.1 Billlicsr
514.9 Billian 51.0 Ballian
$13.0 Billanr £3.2 milion
£10.0 Billian £30 mmillon
EE0 Billigny £16.8 mifkan
£38.0 Billinn £27. 7 milkom
1008 Billinn L4440 000
&6.4 Billion §36, 500
%4 5 Hillign £2.5 million
%4 T Billion 6.6 rmillion

Source: DO
Chert prepared by GO

It 15 algo important Lo note that these estimated costs are certain to
rise even higher. The GAD recenily analvzed 37 major weapons sysiems
from 1963 to 19583 and found that they cosl 32% more, o the aversge,
than the Pentagon estimated. Some of the syvstems lised above have
alresdy doubled in unit coet. For examplethe F-18 aircrafl was supposed
to cost £16 million a piece and the M-1 tank §1.4 million each,
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ventional and’or nuclear wars, Not
only 15 it dilficuit to measure how
capable we are Lo fight such wars, but
sotting ambitious goals to be
everywhere and do evervthing pro-
duces unlimited requirements for
hardware and parsonnil,

Readiness, though, haz other
meanings and uses. Periodically the
Pentagon compiles readiness reports
which measure whether units are
property trained and have the per-
sonnel, equipment and spare parts
required in U5 war plans. Recent
Pentagon reports have shown that
there are 25% fewer Army units cer-
tified as eombat ready than theee
were in 1980 and a 15% decline in
"fully or subatantially”™ ready Air
Foarce wnita over the same perigd
When azked about these reports
Ceneral John Vessey, Chairman of
the Joint Chisfs, played down their
impartance calling them “manags-
ment tools.” He went on to say that
"it is not the syatem that ought to be
used to describe the readiness of the
force to the taxpaver™ Evident here
i3 the arbitrary nature of this entire
exercize. When the Pentagen wants
Lo extract more money from the
Amertcan taxpayer they claim that
readiness rates are low. When hun-
dreds of Billions of dollars have been
spent and their own rating system
ahows ng improvement they discount
the significance of readiness mea-
Furements.

Less Readiness

Ancther way the readiness issue is
debated is to compare readiness
funds to other parta of the budget.
The problem is that thers is no readi-
ness category in the budget and no
agreed way to determineg which daol-
lars go to readiness. Various analysts
define it in different ways and have
found readiness either to be over
funded or underfunded. The most
frequently used rule is that opera-
tions and maintenance funds and
milicary pay are readiness dollars
while Tunds (or research, davelop-
ment and procurement of weapons
are investment dollars. Under this
ritle the eurrent program iz clearky

Parcentage

More Weapons, Less Readiness
(Share of Military Budget)

FISCAL YEARS

as 86 a7 Ba 1]

Sounce: Dol Chat prasparad by GO

slighting readiness in favor of de-
velopment and procurement of very
EXPENSiVEe DEw weapons.

Az can be seen in the graph above
the 1980 will see money o develop
and buy mew weapons rising from
34% to 46% of the budget while
money to operate them drops from
% to 3T%. For the five year period
ahead the military are requesting
3680 Billion juat to buy new weapons,
i 111% increase over the past fve
years. The comparshle increase for
operating and maintaining the
weapons is a 65% rise, These "dis-
trubing trends,” az the House Armed

Services Committee call them,
suggest continuing readinesa prob-
lems with severe long term implics-
tions.

Clearly the Pentagon's projections
for readiness funds in future yeara
are unrealistically low. The GAD haa
found that during the 1970s the Pen-
tagon underestimated operating and
maintenance funds on the average of
28% . The shesr numbera of new
weapons entering the arsenal will
drive up the demand for readiness
funds, and the increasing technologi-
cal eomplexity of these systema will
creats even greater pressures. A re-
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cent Congressional Budget Office
study found that becanss of their
“"technological sophistication™ the
Pentagon’s new hardware will cost
substantially more to support and
maintain than the equipment it re-
pleces. The Army's controversial M-1
tank, gaye the report, will cost 35% to
41% more to operate than the M-G0
tank it replaces. The CBO study
blames the M-1's "sophisticated elec-
tronics aystem (ineluding an onboard
computer)” and its fuel efficiency (or
lack of it at 4 gallons per mile) which
is about half the gas mileage of its
predecessor. Further, Defense De-
partment testing dats show that for
every hour of operation, the M-1 re-
quires an average of 2 hours 42 min-
utes of maintamance, compared to
the M-60 which requires only 24
minutes.

As with many of the Adminis-
tration’s new weapon svetems, much
of the debate in Congress over the
M-1 has centered on the system's
skvhigh procurement costs. At ap-
proximately $2.8 million per copy
{the Pentagon wants to buy over
T,0000 the M-1 iz nearly three times
more expensive than the Army's cur-
renl tank. Procurement minded
lawmakers ofien ignore significant
readiness expenseg when deliberat-
ing over pew weapons. Congress is
very reluctant to cancel programs
outright. Instead they cut readiness
funds, an action which produces
ghort term budget reductions but in-
sures that the new squipment will
not be properly maintained and op-
erated in the future.

If the eurrent weapon buoilding
program continues as planmed, the
end of the decade could find the
readiness of U8, armed forces at an
wll-time low, staggering under 8 bur-
den of complex new military
hardware they cannol man or main-
tmin. 1t is questionable whether Con-
gress will allow this to happen, how-
ever. A more likely prognosia for the
late 1960z is substantially higher
military outlays, above those now
projected, a& Congress is foreed to in-
crease funding to operate and main-
tain the massive new arsenal,

Military Versus Social Spending

One of the most significant trends during recent years hes been that
while the militury badget has been rising at a precipitous rate, social
programs have gone up very little or have decreased. Acorling to the
eurrent plan the military’s share of the budget will rige over 11% during
this decade while sther programes (excluding entitlements) will decreass
1651,

A

BUDGET PRIORITIES (% share of budget)

Source: US Govemmen

Function FY1980 Fyio84 Fyia8s FY198S
Hational Defense 237 2.8 28.4 ME
Cither programs 41.3 3.4 30.0 2540
Social Securigy’ Medcare 26.4 2B 281 =7
Het Intarasl 81 12.7 125 iy

Chan prepanged By GO

Military

Hospital/medical care 1or vels

Consumar and occupational healh
and saiety

Highar educstion

Food and nulrlcnal assistance

Elemaniary, Secondary and
voCalnal educElion

Community desvglopment

Racraalional resounes

(eneral revenus shanng

Poldiution conirnl

Veterans educatsn, training and
rehabiination

Emergy conservalion

Training and emplkoymen

Energy suppily

Consensation/land menagemen

BUDGET SHIFTS TO THE PENTAGON (5 in Billlons, outlays)
The next chart shows more specific budget shifts over 8 five year

perigd with the military dollars rising 708 and most sther Federal
spending declining or going up slower than the rate of inflation.

Ground transpon/ highways/mass transit

FY1981 FY1585 % change

£159.7 s2720 +70

6.9 ik < 3

1.0 1.2 +12
17.1 18.6 +4
6.8 Te +6&
162 17.0 +E
71 7.1 +1
5.0 41 —E
1.6 1.5 -&

9 | 4.5 =11

52 43 -18

2.3 13 -1

T 4 — ik

82 45 - &7

52 18 T

1.2 A = 73

Source:; U5, Comgress
Char prepaned by COI

The Iron Triangle

Ome of the most significant indi-
cators of the military's influence in
American sociely 15 the degrev (o
which preparations for war are inle-
grated into our economy. The rela-
tionship between the corporations,

the Pentagon and Congress isome-
times called the Iron Trianglel con-
CENlFRLES enormous power in these
three inztitutions, Before Warld War
II the armed services themeelves
haili raost of their weapons. Onls
after the war did private enterprise
enter the very loerative buginess of
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preparing for war on o full time basis.

A number of major companices are
now concentrating on military con-
tracis and as a result fewer and fewer
corporationd are taking larger and
larger shares of the military pie.
Prime military contracts for FYS3 to-
taled 128 Billion, up feom §77 Bil-
lion thres vears ago, The top 100 cor-
porations bk TR while just the top
ten took 34.0% (344 Billion). Three
vearsago tre tap HHook G6% of the
total and the top ten 29.59%, The top
ten are a0 well entrenched that while
they pecasionally trade places they
rarely fall from their elite positions.
30 the basis of the Bl1-B bomber,
Hockwell went from fourteenth to
third in three years.

President Eisenhaower atated in his
farewell address in 1961 that "we
annually gpend on military security
more than the net income of all
United States corporations.” The net
incomme for the Fortune 500 for 1983
was 568.7 Billion while the military
budget was $265.3 Billion.

e ——

1. Ganaral Dynamics

2. McDomnall Douglas
A, Roclowsll Ing,

4, Gengral Eleciric

5. Bosing Co

8. Lockhead Com.
7. Unitgd Technologies

[ Emnaan Inc.

9. Hughes

THE TOF TEM MILITARY CONTRACTORS
Fortune

FYBY FYBD SO0 Weapons

68 §3501) 46 F-16, Trdand suls,
SLCM, DIVAD, M-1,
M-6{ tanks

31 532 42  F-15 F-18 KG-10, AV-88
aircratt

345 30804 43 B-18, MX, Hodlire missile,
nckear waapan
components

845 E22(5 10 Ship muclear reactors, et
enginas, ICBM re-entry
viphicias

544 52404 27 G-135 B-52 upgrades.
ALCHM AWACS, E-3A
aircraf

§40 E20{H 50 -5, P-3,C-130 alrorah.
Tridarl misziles

£38 53,13 18 Jal engines, UH-50
CH-53, SH-60
hemslbempiers

$47 S1.5(9 19 Alrcrah camers, nucledr
subsmanines

£3.2 %18 [F] B H-64 halicopler,
Phoard: missils,
electronics, adars

£27 51.78 58 Hawk, Sidewindar, Dragon,
Sparow missiles

Source: DOD Chan prepared by COf

Heartett s =l

g e e e d

[ ﬂ mga= oIl '.".:7.'."' — T -
—pa - - o - T — - - T |
Major contractors for Hughes AN-84 Apache Helicopeer Photo: Hughes

Another way to audit the Penta-
pon’s books is o divide the contract
pie by state. Procurement conbracts
for FYB83 totaled E11B.7 Billion of
which the top ten states took GB%
(§20.4 Billion). Three yeara earlier
the top ten took slightly less (67.4%)
of a total of $68 Billion. There is great
disparity in military spending by
state. California’s total equaled that
of the bottom 37 states. Per capita
spending ranged from a high of
#1630 in Connecticut to a low of
$45.72 in Idaho.

Military research and develop-
ment funding iz also up. In FY 1380
military R&D took 47% of the total
Federal R&D Budget. Since then
there has been a 145% increase and
now the military takes 709, a share
expected to rise to T3% by 1988, R&D
funding for strategic nuclear
weapons has gone up 300% over the
past five years,

The Congressional Budget Office
states funding for non-mikitary R&ED
has decreased significantly since the
carty 1980s. [n real terms, funding in
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State FY83 (% of total)
1. Califiomia 526.4° (22.2)
2. New York $0.6 {B.1)
3 Texas $8.3 (6.9
4, Virginia $§7.1 (B.0)
5 Massachusetts  $6.3 5.3}
&, Missouri §5.6 (4.8}
7. Connecticut $5.1 (4.3}
AR <
8. Washinglon ;
10, Marytand £3.5 3.0
"% Billions

MILITARY PROCUREMENT BY STATE

FYED [*= of total) Per Capita
§1apg (20.4) $1,024
§57 (8.3} 2406
E5.4 i8.0% Ldaq
534 {509 1,27
£37 {5.5) 51,046
3.3 {4.8) 51,128
$30 (5.7) 51,633
£2.1 (3.0} 5433
523 (3.4} §040
518 [2.6) 5887
Soaurce: DOD
Char prepared by COA

the 1985 budget is 29 percent below
the 1980 level, Among the programs
that have suffered the sharpest de-
cline are alternative energy projects
and research on such environmental
issues ag air and water quality, acid
rain and hazardous waste,

Military research and develop-
ment take over two-thirds of the en-
tire federal R&D budget and account
for one-third of all research (public
and private} done in the U.8.

Mot surprisingly the same military
contractors who take the lion's ghare
of procurement money alsd receive
the majority of the research and de-
velopment mopey. For FY83 1,801
busingsses, educational and non-

profit institutions, government
agencies and foreign contractors re-
ceived $16.2 Billion. The top 504 took
BB.2% of the iots] and the top len
almost 505

Waste, Fraud and Abuse

Much has been made, and rightly
o, of the waste, fraud and abuse that
seeme endemic in the Pentagon.
Tales of 8450 hammers, $270 solder-
ing irons, and 4 cent diodes which
eost the taxpayer 110 shock Lthe pub-
lic and Comgress. There iz of course
much to keep track of. Last year DOD
awarded 241442 contracie of
$25,000 or more and 14,525,103 con-

University
1. MIT 19
2 Johns Hopkins 17
3. lInois institule 51
4, Univ. of California 54
5. Staniord Uinkv, 67
& Georgia Tech 70
7. Univ. of Taxas 72
8. Penn Siate 77
8. Univ. of Riochester 78
10. Univ. of So, Cail. 81

The Pentagon and the University

During and after the Vietnam war, military research at universities
dropped but is again on an upswing. In three years the amount has gone
from $662 million to $942 million. As with the other trends it is concen-
trated at a few universities, the top ten receiving 73.3%.

Fiank in top 500 Amount FYE Amouni FYB0

imilions]) (millions]

248 155
227 $163
§ 42 L
§ 4 £ 30
§ 26 % 18
§ 25 % 15
§ 23 ¥ 16
§ 20 12
20 15
£ i9 £ 10

Sourpe: D30

Chart Preganed by CIH

tracts for less than $25 000 (up one-
and-a-half million from the previous
vearl, This works out to over 56,000
contracts every working day.

The horror stories are often ex.
plained away by some Peniagon offi.
vials as aberrations, unique evenis in
& generally sound syetem. This is not
the conclusion of the Pentagon In-
spector General whe is charged with
rooting oul these practices. ™1 think
these are not just the random mis-
takes that happened becauss some
aocounting svstem weni haywire,” he
told Comgress. "Owerpricing i& a
seriee of problems of 8 systematic na-
ture in the way we buy spare pars.”
He went on to try to pinpoint the
problems. Among theee he cited were
that many people in the procurement
business were not sulliciently “price
conscions,” In other words they didn't
care whal it cost, A GAQ study
criticized the Pentagon's practice of
baging the job performamnce apprai-
gals of procurement personnel on the
number of contracizthey wward, wilh
Iittle attention to cost efMiciency

No Incentive to Save

Another problem is that the prime
coniractor for a weapom svelem is
frequently the sole supplier for gpare
parie and maintenance material,
There is little competitive bidding
end virtuslly no incentive to keep
prices low when contractors can
charge whatever they want. At the
game Lime the military imposes little
cantrol, judgment or even common
sense aboul the intrinsic worth of
such material. For example, in 1981
a plasticcap for & stool leg cost §1,086
and this vear it was 1o cost 81,118
This did nol seem an excessive in-
crease Lo the clerk ordering it, but
there was no judgment made that
plastic siool caps ghould only cost
about £1 to begin with.

Spare parts only sccount for a frac-
tiom of the THIIFs anpual bodget, but
unfortunately, the highly publicized
horror slories are indicative of =
much larger problem, Waste, froud,
and abuse in mililary spending are
widespread and rooted deep in the
Pentagon’s sveterm of doing business
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“The rip-off of taxpiyers on the big
1 ms —weapons, engines, aircraft —
iz az bad as on spares,” according to
maverick Pentagon analyst A, Er-
nest Fitzperald. Although President
Reagan vowed to eliminate waste in
the military budget, he has thua far
Failed ko make a dent in the multi-
Billion dollar problem. Indeed, many
of his Administration’s policies have
exacerhiated longstanding cost con-
trol problems at the Pentagon.

Procurement Problems

Waate, fraud, and abuse have
grown most rapidly in the Pentagon's
procurement budgat, which has more
than doubled since 1981 and now ac-
counts for B0% of all federal govern-
ment procurement. This precipitous
rise in funding has put strains on a
avatern already riddled with struc-
tural problems. While officials pay
pay lip service to the goal of greater
competition In military procure-
ment, the number of contracts open
to gtrict competitive bidding dropped
to 6% last year.

As "reforms” have shortened the
acquisition process and significantly
reduced regulations and documenta-
tion reguirements for contractors,
thi number of reported cases of sus-
pected contract fraud has risen
sharply. The chronie problem of
shoddy workmanship by military
contractors has worsened. The Dep-
uty Secretary of Defense admitted in
1983 that the Pentagon routinely
pavs from 10% to 30% in added costs
because of weapons and equipmant
which are defective or otherwise un-
satizfuctory. Rear Admiral Frank C.
Colling, Jr., former Executive Direc-
tor for Quality Assurance at the De-
fenze Logistics Agency (the DOD's
primary procurement arm}, has re-
cently called that figure "conserva-
tive." He said that many items cost
50 more than they would if they
were made right the first time, and
that 6% to T of the electronic
equipment the Pentagon buys must
be pemade or thrown away

The contractors hlame the Penta-
gon for speoding up delivery dead-

DOHNG BUSINESS WITH THE PENTAGON
Below are some examples of what DOD paid for certain spare parts
compared to what the standard price should be, based on comparahle
material in civilian systems,
ITEM Standard price Price paid {ovarchargas)
Circuit braaker F11.10 243,00 (22 timas)
Push switch 51541 £241.00 (15 timas)
Sami-conductor £.04 S110.00 (2750 timas)
Fasisior §.05 S100.00 (2000 timas)
Transior £.24 £75.00 (312 times)
Tuka f1200 BEI9.20 (57 tirmas)
Case assambly $6, 445 65 B45, 238,18 (7 timas)
il phug §117.05 31,050,317 {§ timas)
Connecior $1303 S143.28 (11 times)
Salderng iron $3.75 $272.16 (73 times)
Tapa measurs 10,00 F427.00 (42 timmas)
Higrimar S18.40 $450.00 (24 lirmes)
Souwrce; DOD
Chan prepared by CD

lines and insisting on unrealistic de-
gign specifications. Under heavy
pressure to produce as much as possi-
ble while Ackle Congressional sup-
port for increased military budgets
lasts, many contractors have cut cor-
ners and some have deliberately fal-
gified data and knowingly delivered
substandard equipment to the Pen-
tagon. Not even the DOD's newly
created Procurement Fraud Unit can
keep up with the flood of new cases.
The Deputy Inspector General com-
plained recently that "two-thirds of
all frowd cases which are reported to
the Department of Justice for pro-
secukion are never prosecuted.” Less
than a guarter of these cases result in
eonviction, and the average fine per
case is about 2,004,

Glaring Deficiencies

The Administration addressed the
problem of contractor overcharging
by hiring 400 new Pentagon auditors
to keep taba on the Fising number of
sole-source contracts and to evaluate
the prices these contractors charge
the government. A recent report by
the Pentagon's [nspector General,
however, revealsd glaring deficien-
cied in the DOD's contract auditing

system, and concluded that until
bagzic changes are made in the sy
tem, "there can be no assurance that
Dol} will negotiate fair and resson-
able prices for major weapon systems
contracts.” The report found that au-
ditors consider themselves “a part of
the DOD procuring team”™ and are
consequently reluctant to delay the
acquisition process by condocting in-
vastigations of suspecied contractor
overcharges. In two-thirdas of the
cages examined, government au-
ditors did not obtain {and often did
not even requaest) information from
military sontractors explaining or
justifying the prices charged by their
subcontractors.

Despite the fact that subcontract
costs make up nearly half the price of
miost weapons, the [nspector Genoral
found that “internal audit coverage
of subcontracts was minimal or non-
existent.” This lack of oversight con-
tributes to the vicious cycle of con-
contractors delegete work to other
companies (often their own aub-
gidiaries) then add the costs of these
components, plus o hefty mark-up, to
the total price charged to the Penta-
gon, These charges, in turn, go un-
questioned by DOD auditors and are
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routinely okayed by DD contract-
ing officers. There iz abeolutely no
incentive o keep prices low: on the
contrary, the higher the price
charged by the subcontractor, the
greater the mark-up by the prime
pontractor and the larger the profits
all aroumd. According to Thomas Am-
lie, a Pentagon procurement afficial
and career naval officer, "Everyone is
making a buck. To change the system
maght ruin the good thing the high
rollers have going.”

Congressional Reform

Lawmakers on Capitol Hill have
recently stepped up legislative of-
forts to stem the tide of waste, fraud
and abuse in military spending. Con-

grees 18 currently considering a mea-
gure dubbed the “cresping
capitalism" bill which would require
the Pentagon to increase the amount
of contracts 1t opens to full competit-
ive hidding by 6% per yvear antil 7%
of DODVs contracts are swarded this
way. Also under consideration is o
measure which would suthorize the
DOD's Ingpector General to suspend
payments or otherwise reform con-
tracts il he determines by oudits that
the povernment bhag been over-
charged or defrauded. Pentagon ofli-
cials have Lestified against both mea-
SUres.

Degpite vigorous obpections from
the Defense Department, the Con-
gress last vear succeeded in passing
several measures aimed al cracking
down on military waste, Responding

Photo: Ford Adérospace

to reports of widespread abuse in the
Fentagon's in-house weapon testing
program, lawmakers establiched an
indepenndent office of weapon testing,
The exigting testing office, buried
within the Pentagon bureavcracy,
has been plagued by charges that it
relies too heavily on data provided by
the weapon companies, and that its
tests mre often unrealistic and its
evaluations lack abjectivity.

A recenl GAD study of Lhe existing
testing syetem found that evalua-
tions af weapons performance were
"too fragmented to provide a cohe-
rent and meaningful pieture of 8 sys-
tem’s progress.” The GAOD salso con-
cluded that "because these evalua-
tione do not adequately present the
operational and technical rieks of
proceeding to the next phase withowt
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Haig: "Absurd” Arms Control Proposal

“*The fatal Maw in the Zero Option as a basis for negotiations was that
it was not negotiahle. It was absurd to expect the Soviets to dismantie an
existing farce of 1,100 warheads, which they had already put into the
field at a cost of billions of rubles, in exchange for a promise from tha
United States not to deploy a missile force that we had not yet begun ta
build and that had aroused such violent controversy in Western Europe.
. . . Praposal of the Zero Option would, as it was, generate the suspicion
that the United States wai only interested in a frivolous propaganda
exercise or, worse, that it wasdisingenuously engaging in arms negotia-
tions zimply as a cover for a desire to build up its nuclear arsenal.”

Alexunder Haig
Former Secretary of State
Caveat 1984

eorrecting problems uncoversd in
testing, the decision makers are
foreed to rely principally on the
judgment of the project managers
[whao} tend to understate the gravity
of performance problems and to em-
phasize the risks of delay.” The new
independent teating office was to
take charge on November 1, 1383,
but to date, no director or permanent
atall has been appointed. Even more
significant is that the President re-
quested no funds in the budget for the
new testing office, an omission which
would seem to constitute a direct
challenge to Congressional author-
ity.

Waiving Warranties

The Congreas also enacted legisla-
tion last year requiring the Pentagon
to obtain warranties from its
weapons manufacturers covering the
workmanahip, materials, and per-
formance of the systema they build.
Among the mast voeal supporters of
the measure were members of the
House and Senate who back the Pres.
ident's military buildup and fear that
frequent reports of Billion-dollar le-
mons could endanger the "national
eonsensus’”’ for higher military
spending. Congress passed into law
provigions for comprehensive war-
ranties, which provide the Secrelary
ol Defense with very limited author-
ity to waive the warranty require-
mienl,

The Defense Department, which
opposed the provisions from the out-
get, reluctantly published its
guidelines for implementing the new
law in March 1934. Thess regu-
lations are intended to emasculate
the law, They exempt large
entegories of military contracta from
coverageunder the warranty law and
permit the Secretary of Defense to
redelegate his waiver authority to
subordinates who may issue blanket
waivers of the law without consult-
ing Congress. The guidelines alse se-
verely limit the liability of weapons
firms.

In addition, buried deep within the
Administration's fiscal 1985 budget
request is language that would re-
peal the warranty law altogether.
The Pentagon seems determined to
resist any changes in its time-
honored way of doing business. At
some point Congress must enforee its
legislative authority or abandon any
pretense that the military is subject
to Congressiona] centrol.

“Liberated” From Arms
Control

The present practice of throwing
huge amounts of money at the mili-
tary has resulted 10 a record of waste
and in buying weapons we don’t need.
The record is even weaker on pursg-
ing limits to an unconstrained arms
TRsS.

For the firat time in fifteen yoars
the U158, and the Seviet Union are not
engaged in negotistiona to control or
limit nuclear weapsna. The terminal
event was the deployment of new
1.8, missiles &y Europe in Decembar
1883, Some claimed that under pres-
sure of impending deployment the
Soviets would pome around at the
eleventh howr and cut a deal. It is
difficult to tell whether anyone actu-
ally believed this lawed logic, cer-
tainly the Soviets didn't. In response
to thess threats the Sowviets coun-
terad with several of their own, not
least of which were breaking ofl the
talks and counter deployments of
new missiles, When we deployed our
new missiles in December 1983 they
did exactly what they had been say-
ing for two years they would do.

The last three-and-one-half years
have produced nothing tangible in
the way of arms wntrol or arms re-
ductions. In fsct, more than two
thousand weapons have been added
to the strategic arsenal. The box on
page 11 reviews the record. If this
negative record is not serious enough
there are indicationa that a sccond
term could put several past trieaties,
such as the SALT agreements amnd
the Anti-Ballistic Missile treaty, in
jeopardy. When Assistant Secretary
of Defenae Richard Perle was re-
minded that the ABM Treaty wenton
in perpetuity he msponded that that
was its major problem.

"The Saviets—they're up at
full piteh, I doubt if they could
expand their military produc-
tion anyplace hevond where it is
right now or the rate that it is
... they kaee that they can't
mateh us if there is [an arms}
race.”

Presmdent Heagan
May 22 1984
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Negotiations Status Report

Intermediate Nuclear Forces —Negotiations failed at the end of 1983 as the United States began io deploy
Cruise and Pershing Il missiles to Europe. Success of diplomatic efforts to resume these talks as a separate
negotiation is now highly unlikely. Former Secretary of State Alexander Haig hae charscterized the .S, "zero
option” plan as "sbsord” and "not negotiable.”

Strategic Arms Reduction Talks —START is now at a standstill, The talks recessed at the end of round five on
Diecember 8, 1983 with no date set by the Soviet delegation for resumplion. This Seviet attitude iz partly a result
of the breakdown of the TNF talks but negotiationg were making little demonstrable progress in any svent. The
ariginal U S, pusition ealled for & radical restrocturing of Soviel forces, centered on deep culs in their 1CBM
forces, Under the ariginal proposal mutual valnerability o a firet sirike againet land-based missiles wonld have
risen dramatically because of a great increase in the ratio of accurate warheads to targeta. The Soviel counter
offer was for both sides to reduce one-third below the SALT 11 limitz in iotal launchers, This would have required
a substantial reduction by the Soviet Union, down to 1800 launchers from their present level of approximately
25030, The U.5. would have to reduce lese than 200 lsunchers.

Anti-Ballistic Missile (ABM) Treaty—0n March 2%, 1983 the Administration proposed a massive research
program o develop a total defense against nuclear weapons, If deployment and testing go ahead this program
could violate the 1972 ABM Treaty, It may slso lead to an all-sut offensive nuclear arms race {0 overwhelm
defensive systems. The resulting competition between interacting sffengive and defensive weapon systems and
their countermeasures would result in a strategic and economic nightmare. The President's desire lo build &
gvstem to render "nuclear weapone impotent and obsolete™ is now a Pentagon program called the Strategie
Defense Tnitiative (SD1). The Penlsgon's Secretary for Research, Richard DeLaurer, told Congress: ihat at least
eight technology problems have to be solved and each one is "equivalent to or greater than the Manhattan
project,” and that Congress would be “staggered at the cost that they will involve,” Some projections have put the
tital cost in the hundreds of Billions to Trillion dollar range.

Comprehensive Test Ban Treaty-In July 1882 the U.5, government decided nol Lo resume trilateral negotia-
tions {115, USSR, UK.} fo end 2]l testing of nuclenr explosives underground, This was in spite of very
significant progress made toward a treaty by the previous Administration. Both the United Kingdom and the
Soviet Union expressed regret over this action. An end to all testing remaing largely a matter of political will.
The 1963 Limited Test Ban Treety, the 1967 Mon-Proliferation Treaty, and the 1974 Threshold Test Ban Treaty
all pledge the United States to actively engage in efforts to ban all nuclear explosions for all time,

Threshold Test Ban Treaty —On February 17, 1283 the U_S_ government reguested the Soviet Union Lo respen
talks on the unratified treaty to improve verification provisions. On March 28, the Soviets turned down the
proposal, claiming that if the U.S. were to ratify the treaty, the improved verifieation measures provided in the
trealy could then be instituted and verification concerns be more easily resolved. The Soviets als stated that if
any problems remained, the ratified treaty could be amended. In June 1984 the US. Senate by anoverw helming
majerity urged the President to submit the treaty to the Senate for ratification.

Anti-satellite (ASAT) and Space Wenpons Negotintions —The U5, government has decided not 1o resume
talks on an ASAT treaty. On April 2, 1884 the Administration submitled a report to Congress detailing op-
position Lo negotiating for a treaty, stating that it could not be verified. Many scientific experis disagree.
There has also been no official interest whatsoever in domestic calls for negotiations to prohibit space weapons,
There has been no U S. response to the 1983 Soviet draft treaty which proposes a comprehensive han on gpace
WEAPONE,
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The End of Arms Control?

The recent allegations aboul
Boviet vielations of arms agreements
epuld be interpreted as a justification
for the U 5. to abrogate tresties and
hlame it on the Soviets. As Perle re-
cently told Congress the Administra-
tion is discussing whether it should

now feel liberated from our oblign-
tiens™ under the pacts. If it is consid-
ered politically impossible to abro-
pate them outright, & better stralegy
i to claim Seviet violations and then
say we are no longer bound.

A fundamental problem with cur-

rent policies is that it hos never been
adequately defined how, or perhaps
even whether, arms coptrol can con-
tribute to national secunty, Soime of-
ficials believe that arme control has
lurgely been a trick the Soviets used
to ciatch up and thet it is st edds with
the only true measure of security —
more arms and military might. IT we
dismiss the rheloric about arms con-
trol that issues from some officials
and concentrale on what 2 more in-
dicative — their actions and budgels
— we see Lhat the Repoblican Plat-
form pledge of 1980 is being fulfilled.
That statement said, "Before arms

cantrol megotiaiions may be under-
taken, the security of the United
Btates must be assured by the fund-
ing and deployvment of strong mili-
tary forces sufficient to deter conflict
at any level or to prevail in battle
should apgression occur. . 7 As Hep-
resenitative Tom Downey has said,
the Administration "knows in ils
bones that real men don't conirol
armes, they build them.” The last sev-
eral yvears have produced an acceler-
ated arms race and foture prospect
for a more dangercus and intense
competition with no rules or controls
whatsoever.
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