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Theannual consideration of appropriationsbills (regular, continuing, and supplemental) by
Congress is part of a complex set of budget processes that also encompasses the
consideration of budget resolutions, revenue and debt-limit legidation, other spending
measures, and reconciliation bills. In addition, the operation of programs and the spending
of appropriated funds are subject to constraints established in authorizing statutes.
Congressional action onthebudget for afiscal year usually beginsfollowing the submission
of the President's budget at the beginning of each annual session of Congress.
Congressional practices governing the consideration of appropriations and other budgetary
measures are rooted in the Constitution, the standing rules of the House and Senate, and
statutes, such as the Congressional Budget and Impoundment Control Act of 1974.

This report isaguide to one of the 13 regular appropriations bills that Congress considers
each year. Itisdesigned to supplement the information provided by the House and Senate
Appropriations Subcommittees on Defense. It summarizes the status of the bill, its scope,
major issues, funding levels, and related congressional activity, and is updated as events
warrant. Thereport liststhe key CRS staff relevant to the issues covered and related CRS
products.

NOTE: A Web version of this document is available to
congressional staff at
[http://www.crs.gov/productsappr opriationgapppage.shtml].



Authorization and Appropriations for FY2005: Defense

Summary

Congress is in the midst of action on the FY 2005 defense authorization and
appropriations bills. On May 20, the House passed its version of the authorization
bill (H.R. 4200); the Senate began floor consideration of itsversion (S. 2400) on May
17 and continued floor debate from June 2 to June 23, at which point the bill was
passed by 97 to 0 after four weeks of debate. A motion to invoke cloture was filed
on June 22, with a vote on that motion likely on June 24. Meanwhile, the House
Appropriations Committee reported H.R. 4613 (H.Rept. 108-553) on June 18; the
full House passed the bill on June 22 by a vote of 403 to 17. The House version
includes “placeholder” language that would allow the appropriatorsto add language
during conference to raise the ceiling on the debt, a move that has provoked protest
from some members and put in doubt passage of the Senate DOD appropriationsbill
thisweek. The Senate Appropriations Committee completed its markup (S. 2559)
on June 22 but did not report out the bill. It isnot clear when areport will be filed.

All of the bills acted on to date include $25 billion in additional funding for
operationsin Iraqg and Afghanistan. The key issue in Congress has been how much
flexibility to grant the Defense Department in alocating the funds. The House
versions of both the defense authorization and appropriations hill rejects the
Administration’s request for broad flexibility and provides most of the money in
regul ar appropriationsaccounts subj ect to standard congressional procedureslimiting
transfers of funds to other uses. The House appropriations bill also includes $685.3
million to fund the U.S. mission in Iraq and $95 million to respond to the
humanitarian crisis in the Darfur region of Sudan. There may be a debate about
proposals to add more money for Iraq in the Senate.

The House-passed authorization bill includes a controversial provision that
would delay the next scheduled round of military base closures by two years until
2007. The Senate narrowly rejected asomewhat different proposal to delay domestic
base closures, making the issue acritical matter in conference. The Administration
has threatened to veto the final bill if it imposes adelay.

Both the House and Senate authorization bills also include an increase in
statutory capson activeduty end-strength. TheHousebill, aspassed, increasesArmy
end-strength by 10,000 and Marine Corps end-strength by 3,000 in each of the next
three years, for a total increase of 39,000. The hill also establishes the new end-
strength totals as statutory minimums. The Senate bill, as reported, includes a
provision allowing the Secretary of Defense to increase end-strength temporarily by
up to 30,000 through FY2009. In floor action, the Senate also adopted an
amendment to increase Army end-strength by 20,000 in FY 2005.

In key floor votes on the authorization, both the House and the Senate rejected
amendments to eliminate funds for the Robust Nuclear Earth Penetrator nuclear
warhead and new low-yield nuclear weapons development. Pending issuesin the
Senate include requirementsfor additional reportson U.S. strategy in Irag, limitson
missile defense, and changing the cap on the number of U.S. personnel in Colombia.



Key Policy Staff

Area of Expertise Name Telephone E-Mail
Acquisition Valerie Grasso 7-7617 vgrasso@crs.loc.gov
Aviation Forces Christopher Bolkcom | 7-2577 | cbolkcom@crs.loc.gov
Arms Control Amy Woolf 7-2379 awoolf@crs.loc.gov
Arms Sales Richard Grimmett 7-7675 | rgrimmett@crs.loc.gov
Base Closure David L ockwood 7-7621 | dlockwood@crs.loc.gov

Stephen Daggett 7-7642 sdaggett@crs.loc.gov
Defense Budget Amy Belasco 7-7627 abelasco@crs.loc.gov
Jeff Chamberlin 7-5413 |jchamberlin@crs.loc.gov
Gary Pagliano 7-1750 | gpagliano@crs.loc.gov
Defense Industry Daniel Else 7-4996 delse@crs.loc.gov
Michael Davey 7-7074 mdavey@crs.loc.gov
Defense R&D John Moteff 7-1435 jmoteff @crs.loc.gov
Edward Bruner 7-2775 ebruner@crs.loc.gov
Ground Forces Steven Bowman 7-7613 sbhowman@crs.loc.gov
Health Care; Military | Richard Best 7-7607 rbest@crs.loc.gov
: Richard Best 7-7607 rbest@crs.loc.gov
Intefligence Al Cumming 7-7739 | acumming@crs.loc.gov
Military Construction | Daniel Else 7-4996 delse@crs.loc.gov

- Raobert Goldich 7-8033 dburrelli@crs.loc.gov
Military Personnel David Burrelli 7-7633 rgoldich@crs.loc.gov
Military Personnel;

Reserves Lawrence Kapp 7-7609 Ikapp@crs.loc.gov

. Steven Hildreth 7-7635 shildreth@crs.loc.gov
Missile Defense Andrew Feickert 7-7673 afeickert@crs.loc.gov
Naval Forces Ronad O’ Rourke 7-7610 rorourke@crs.loc.gov
Nuclear Weapons Jonathan Medalia 7-7632 jmedalia@crs.loc.gov
Peace Operations Nina Serafino 7-7667 nserafino@crs.loc.gov
R"?‘O!'O Frequency, Lennard Kruger 7-7070 Ikruger @crs.loc.gov
Military
Readiness Amy Belasco 7-7627 abelasco@crs.loc.gov
Space, Military Marcia Smith 7-7076 msmith@crs.loc.gov

Louis Fisher 7-8676 Ifisher@crs.loc.gov
War Powers Richard Grimmett 7-7675 | rgrimmett@crs.loc.gov




Contents

Most Recent Developments . . ... 1

Overview: What the Defense Authorization and Appropriations Bills Cover ... 1

Statusof Legiglation . . ...t e 2
Highlights of Congressional ACtion . .. ......... e 3
House Defense AuthorizationMarkup .. ... ... .. Ll 6
House Floor ACHION .. ... e 8
Senate Defense AuthorizationMarkup . ... ... i 12
Senate Floor ACion . ... ... 15
House Defense AppropriationsMarkup . ..., 21
House Floor ACLION .. ... e 25
ISSUES TOr CONGIESS . . ..ottt et e e e 25
Funding for Iragand Afghanistan ................................ 26
Deficitsandthe DefenseBudget ............. ... ... .. 30
Active Duty End-Strength .. ... .. 33
MissileDefense ... ... 34
“Bow Waves’ and “Train Wrecks’: Cost Growth and
Affordability of Magjor WeaponsPrograms . ................... 36
Evolutionary Acquisition and Spiral Development .. ................. 40
Military Personnel Benefits . ........... i 41
Base ClOSUrES . . . oot 43
Overseas Troop Deployments . ... 44
Army Transformation . ......... .o 45
DOD’s Civilian and Uniformed Personnel Systems . ................. 45
Easing Environmental Provisions Affecting Military Training .......... 46
Development of New Nuclear Weapons . ................ccovin.... 47
Boeing KC-767 Tanker Aircraft Acquisition. ....................... 48
Buy American Actand Related Issues . .. ........... .o 49
Legidation . ... ... e 50
Concurrent Budget Resolution . .. ... 50
Defense Authorization . ... e 51
Defense Appropriations . . .....oo it 51
For Additional Reading . ............ o 51
CRS REPOIMS . .o 51
Appendix A: FundingTables . ......... ... .. 54
Appendix B: Overview of the AdministrationRequest ................... 60
Comanche Termination . ......... ...t 62
Continued Growth in Operation and Maintenance and in
Military Personnel CostS . ... 62

Growth of Large AcquisitionPrograms . . . .. ..., 64



Appendix C: DefenseBudget Trends . .............. ... 67

List of Figures

Figure B-1: Operation and Maintenance Budget Authority

Per Active Duty Troop, FY1955-FY2009 ..., 63
Figure B-2: Military Personnel Budget Authority

Per Active Duty Troop, FY1973-FY2009 .................ccoin.... 64
Figure C-1: National Defense Outlays % of GDP, FY1947-FY2009 ......... 68
Figure C-2: Federal Outlays % of GDP, FY1962-FY2009 ................. 68

List of Tables

Table 1la. Status of FY 2005 Defense Appropriations, H.R. 4613 and S. 2559 . .. 3

Table 1b. Status of FY 2005 Defense Authorization: H.R. 4200, S. 2400 .. .... 3
Table 2: Congressional Budget Resolution Target for the National Defense

Budget Function (050) . . ...t 32
Table A-1: National Defense Budget Function by Appropriations Bill,

FY2002-FY 2005 .. ...t 54
Table A-2: Congressiona Action on Missile Defense Programs ............ 55
Table A-3. House and Senate Action on Major Weapons Acquisition

Programs: Authorization . ............. .., 56
Table A-3. House and Senate Action on Major Weapons Acquisition

Programs: Appropriations . ...........ouueiiiin i, 58
Table B-1: National Defense Budget Function, FY 2004-FY 20009,

Administration Projection . ............ 61
Table B-2: Department of Defense Budget, FY 2004-FY 2005,

With and Without FY 2004 Supplemental Funding .. ................. 61
Table B-3: Increases in Funding for Selected Acquisition Programs,

FY2000-FY 2005 .. ...t e 65
Table C-1: Changein National Defense Budget Function by

Appropriations Title, FY2000-FY2005 . ........... ..., 67

Table C-2: Administration Projections for the National Defense
Budget Function, FY2005-FY2009 .. ..., 69



Authorization and Appropriations for
FY2005: Defense

Most Recent Developments

On May 20, 2004, the House passed its version of the FY2005 defense
authorization bill (H.R. 4200). The Senate began floor consideration of itsversion
of the bill (S. 2400) on May 17 and resumed consideration on June 2 after the
Memoria Day recess. Debate continued through June 23, when the bill was passed
by 97 to O after four weeks of debate. The Senate did not vote on a cloture motion
filed on June 22.

Meanwhile, the House A ppropriations Committee marked up and reported H.R.
4613 on June 18 (H.Rept. 108-553), and the House passed the bill on June 22 by a
vote of 403 to 17. As passed, the bill includes “placeholder” language that would
allow the appropriatorsto raise the ceiling on the national debt during conference, a
move that provoked protest from some members because a separate vote on that
issue would not be required. This controversy makes less likely passage of the
Senate version of the DOD appropriations bill before the July 4™ recess even though
the appropriators completed their markup on June 22 (S. 2559). No report has been
filed onthe Senatebill. All thebillsacted onto dateinclude $25 billionin additional
funding for Iraq and Afghanistan.

On June 15, the Senate rgjected an amendment by Senators Kennedy and
Feinstein to limit funding for the Robust Nuclear Earth Penetrator warhead and new
low-yield nuclear weapons development. The Energy and Water Development
appropriationshill, H.R. 4614, that the House A ppropriations Committee marked up
and reported on June 18, however, eliminates funds for new nuclear weapons
(H.Rept. 108-554). The Senate picked up its pace, completing action on about 150
amendments, but over 30 amendments are still pending.

Overview: What the Defense Authorization and
Appropriations Bills Cover

Congress provides funding for national defense programs in several annual
appropriations measures, the largest of which is the defense appropriations bill.
Congress also acts every year on a nationa defense authorization bill, which
authorizes programs funded in severa regular appropriations measures. The
authorization bill addresses defense programsin aimost precisely the same level of
detail as the defense-related appropriations, and congressional debate about major
defense policy and funding issues often occurs mainly in action on the authorization.



CRS-2

Because the defense authorization and appropriations bills are so closely
related, thisreport tracks congressional action on both measures.

The annual defense appropriations bill provides funds for military activities of
the Department of Defense (DOD), including pay and benefitsof military personnel,
operation and maintenance of weapons and facilities, weapons procurement, and
research and development, aswell asfor other purposes. Most of the funding inthe
bill isfor programs administered by the Department of Defense, though the bill also
provides (1) relatively small, unclassified amounts for the Centra Intelligence
Agency retirement fund and intelligence community management, (2) classified
amounts for national foreign intelligence activities administered by the CIA and by
other agencies as well as by DOD, and (3) very small amounts for some other
agencies.

Severa other appropriations bills also provide funds for national defense
activitiesof DOD and other agencies— see TableA-1inthe Appendix for alist and
for budget amounts. This report does not generally track congressional action on
defense-related programs in these other appropriations bills, except for a discussion
of action on some Department of Energy nuclear weapons programs in the energy
and water appropriations bill.

Status of Legislation

Congress began action on annual defense authorization bills the week of May
3. TheHouse Armed Services Committee began subcommittee markup of itsversion
of the FY 2005 nationa defense authorization (H.R. 4200) on May 5 and completed
full committee markup on May 12. The House began floor action on the bill on May
19 and approved it on May 20. The Senate Armed Services Committee completed
full committee markup of itsversion of thebill (S. 2400) on May 7. Floor action on
S. 2400 began in the Senate on May 17, continued on June 2, and is still underway.
A cloture motion wasfiled on June 22 with a vote on whether to invoke cloture and
cut off debate likely sometime on June 24.

Action on the annual defense appropriations bills began on June 2, when the
House Defense Appropriations Subcommittee completed marking up its version of
the bill. The full committee marked up the bill on June 16 and reported H.R. 4613
onJune 19 (H.Rept. 108-553). The Senate Appropriations Committee marked upits
version on June 22 but had not reported out the bill (S. 2559).

Earlier, the Senate passed its version of the FY2005 concurrent budget
resolution (S.Con.Res. 95) on March 12, and the House passed its version
(H.Con.Res. 393) on March 25. A conference agreement wasfiled on April 10 and
approved in the House on April 11 and “deemed” to be in effect on April 19, 2004
(H.Res. 649). The Senate has not taken up the conference agreement.
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Table la. Status of FY2005 Defense Appropriations, H.R. 4613 and S. 2559

Subcommittee Conference Report
Markup House | House| Senate |Senate| Conf. Approval Public
Report [Passage| Report [Passage Report Law
House | Senate House | Senate
6/18/04
6/2/04 H.Rent. (%32.2?) 6/22/04°
108-553

a. The Senate Appropriations Committee completed markup but did not report out the bill (S. 2559).

Table 1b. Status of FY2005 Defense Authorization: H.R. 4200, S. 2400

Full Committee Conference Report
Markup House | House | Senate| Senate | Conf. Approval Public L aw
Report | Passage | Report | Passage| Report
House [ Senate House | Senate
5/13/04 5/11/04
5/12/04 | 5/7/04 | H.Rent. (gng’s% SRent.
108-491 108-260

Highlights of Congressional Action

The Senate compl eted floor action on its version of the defense authorization

bill on June 23 and passed S. 2400 by 97 to 0. (Details on the most recent floor
action will bein alater update.) In action to date, the House and Senate versions of
the authorization differ on a number of major policy issues. The House version of
the FY 2005 defense appropriations bill also addresses some issues differently than
either authorization bill. Key issuesinclude

e Funding for operations in Iraq and Afghanistan. The House

approved a $25 billion fund for ongoing military operations in its
version of the defense authorization with most funds provided in
individual accounts. The Senate approved afloor amendment to its
version of the bill aso providing $25 billion for Irag with more
general funding guidelines. As passed, the House version of the
FY 2005 defense appropriations bill also approved $25 billion,
including only limited amounts in a flexible transfer account and
requiring extensive reports on the use of funds and on
Administration plans in Irag and Afghanistan.

Army and Marine Corps end-strength. The House bill, as reported
by the Armed Services Committee and passed on thefloor, increases
Army end-strength by 10,000 and Marine Corps end-strength by
3,000 in each of the next three years, for atotal increase of 39,000.
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The bill also establishes the new end-strength totals as statutory
minimums. The Senate authorization bill, asreported by the Armed
Services Committee, includes a provision allowing the Secretary of
Defense to increase end-strength temporarily by up to 30,000
through FY 2009. Infloor action on June 17, the Senate al so adopted
an amendment by Senator Jack Reed to increase Army end-strength
by 20,000 in FY 2005. The House appropriations bill, H.R. 4613,
provides funds for the higher troop levels included in the House
authorization within the $25 billion provided for Irag and
Afghanistan.

e Military base closures. The House approved a measure that would
delay the next round of military base closures now planned for 2005,
until 2007, and that would requireanumber of reportsin theinterim.
By avote of 49-47, the Senate rejected an amendment that would
have delayed domestic base closures until 2007. Thisissueislikely
to beamajor conferenceitem because the Administration hasissued
aveto threat if the final bill includes a delay in base closures.!

e Health carefor reservists. In akey floor vote, the Senate approved
an amendment to the authorization bill to provide health insurance
through the military-run TRICARE program for all non-deployed
reservistsand their dependents, with the Defense Department paying
the employer share of the costs. Earlier, the Senate Armed Services
Committee had approved a more limited measure to establish a
health insurance program for non-deployed reservists and their
dependents, called TRICARE Reserve Select. Under the program,
employers could agree to pay part of the cost of the program, with
reservists paying the remaining cost, or reservists could sign up by
paying the full cost. The House bill established a three-year
demonstration program for providing heath insurance through
TRICARE for reservistswithout accessto empl oyer-provided health
insurance. The Senate bill also provided for a similar two-year
demonstration program.

e Navy DD(X) and LCS ship construction. The House authorization
cut money from the request to begin construction of thefirst DD(X)
destroyer and the first Littoral Combat Ship (LCS), though it
approved continued development funding for both programs. The
Administration requested $222 million in R&D funding for the
DD(X) to begin construction of the first ship of the class and $107
million, aso in R&D funds, for construction of the first Littoral
Combat Ship (LCS). The Senate committee approved the requested
construction funds and aso added $99 million in design funds to
accelerate production of a second DD(X) destroyer. The House
Appropriations Committee agreed with the House authorization in

! Office of Management and Budget, Statement of Administration Policy onH.R. 4200, May
19, 2004, [http://www.whitehouse.gov/omby/legisl ative/sap/108-2/hr4200sap-h.pdf].
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cutting money for DD(X) construction, but did not agree to trim
fundsfor the LCS.

F/A-22 fighter. The Senate committee trimmed the request from 24
to 22 aircraft, saving $280 million. The House authorization and
appropriations bills supported the full 24 aircraft, $4.2 billion
procurement request.

Army Future Combat System (FCS). The House authorization
trimmed $245 million from the FCS program and imposed a
requirement that the Army more fully justify the program. The
Senate provided the full $3.2 billion requested. The House
Appropriations Committee cut $324 million and eliminated funds
for the non-line of sight launch system (NLOS-LS), while providing
full funding for the non-line of sight cannon (NLOS-C).

KC-767A tanker acquisition. The House authorization approved a
measure to require the Air Force to enter into a contract to acquire
Boeing 767 tanker aircraft and provides $95 million to begin. The
Senate committee took no action. The House appropriations bill
provided $100 million for the program in atransfer fund that would
give the Defense Department flexibility in alocating the money.

Next generation bomber. The House authorization added $100
million, which the Administration did not request, to begin
development of a new bomber. The Senate committee took no
action. The House Appropriations Committee added $50 million.

Military Survivor Benefit Plan. The House authorization included a
measurethat wasadopted in markup toincrease benefitsto surviving
dependents of military retirees. The Senate committee took no
action, though a floor amendment has been proposed.

U.S troops in Colombia. The Senate agreed to an Administration
request to increase a legidative cap on U.S. military personnel in
Colombia from 400 to 800 and to increase the cap on contractors
from400to 600. The House Armed Services Committee adopted an
amendment in markup to increase the limit on U.S. military
personnel to 500, whileit kept the current limit on contractorsintact.
Senator Byrd has proposed an amendment in the Senate to reduce
the caps to 500 military personnel and 500 contractors.

Limits on defense offset agreements and Buy American provisions.
The House authorization includes a measure that would limit the
amount of offsets that the United States could agree to as part of
agreementsto sell U.S. defense equipment to foreign governments.
In the McCain amendment (S.Amdt. 3461) adopted June 22, the
Senateincluded language that would allow the Secretary of Defense
to exempt seven countries from Buy American requirements,
reducing the number of exempted countriesincluded in the reported



CRS-6

version of thebill. These differences between the House and Senate
versions may prove difficult to resolve in conference.

e Limitsonarmssalesand technology transfersto China. TheHouse
authorization includes one provision that would tighten restrictions
on transfer of technology with potential military utility to China by
U.S. or by foreign firms and another to expand the number of
Chinese firms defined as a “military company” to which sales are
restricted. The Senate bill includes no similar provisions.

e Disposition of nuclear waste at Department of Energy nuclear
weapons production facilities. The Senate authorization includesa
measure that would allow liquid waste stored at the Savannah River
nuclear weapons production plant to be redefined aslow-level waste
that could be stabilized and stored indefinitely on site. The Senate
narrowly rejected a floor amendment to delete the provision. The
House bill does not address the issue.

House Defense Authorization Markup

The House marked up its version of the defense authorization bill on May 12.
Some highlights of the committee-reported bill include the following.

Military Personnel End-Strength, Pay, and Benefits.

e Increased statutory end-strength for the Army by 10,000 troops each
year from FY 2005 through FY 2007 and for the Marine Corps by
3,000 troops each year through FY 2007.

e Approved the requested pay raise of 3.5% for uniformed personnel.

e Approved a measure to increase annuities for survivors of military
retirees over age 62 from 35% of retired pay to 55% in increments
through FY 2008.

e Eliminated a statutory limit on funding for military housing
privatization.

e Permanently increased the Family Separation Allowancefrom $100
to $250 per month and increased Imminent Danger Pay from $150
to $225 per month. Also increased hardship duty pay, which may be
provided to troops outside of combat zones, from $300 to $750 per
month.

e Permanently extendedto all hospitalized personnel aprovisioninthe
FY 2004 defense appropriations act (P.L. 108-283) that eliminated
a requirement that military personnel pay for meals while
hospitalized for combat-related injuries.
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Directed the Defense Department to establish a three-year
demonstration program that would permit non-deployed reservists
not eligible for employer-sponsored health benefits to sign up for
health insurance through the military-run TRICARE program.

Required separate campaign medals for Operation Enduring
Freedom in Afghanistan and Operation Iragi Freedom.

Directed the Secretary of Defenseto submit proposed changesin the
Uniform Code of Military Justice regarding sexual assaults. Also
extended the term of atask force on sexual assaults.

Major Weapons Programs.

Provided $10.0 billion for missile defense programs, $177 million
below the request, cut funding for kinetic interceptor development
by $200 million, and added $90 million for additional Patriot PAC-3
missiles.

Required the Air Force to enter into amulti-year contract to acquire
Boeing KC-767A tanker aircraft. Alsorequired that anew contract
be negotiated after June 1, 2004, and that an independent panel
review the contract terms.

Approved the requested shift of funds from Comanche helicopter
development to other Army aviation and related programs.

Approved $2.9 billion, as requested, for 42 F/A-18E/F aircraft.

Approved $4.6 hillion, as requested, for F-35 Joint Strike Fighter
devel opment.

Added $100 million to begin development of a next-generation
bomber.

Added $118 million to procure 35 UH-60 Army helicopters, rather
than the 27 requested.

Added $150 million asaninitial increment for construction of anew
LHD(R) amphibious ship.

Provided about the requested amounts to procure three DDG-51
destroyers, one Virginia-class attack submarine, one LPD-17
amphibious ship, and two T-AKE auxiliary ships.

Approved fundsfor continued development of the DD(X) destroyer
and the Littoral Combat Ship (LCS) but eliminated $221 million
from the DD(X) program and $107 million from the LCS budget to
begin constructing the first of each class of ships.
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e Adopted an amendment inthe committee markup to prohibit leasing
of support ships from foreign providers for more than one year.

Other Key Actions.

e Added substantial funds for force protection and related programs,
including $705 million for up-armored Humvees, $332 million for
add-on armor for Humveesand trucks, $421 million for body armor,
and $517 million for the Army’s Rapid Fielding Initiative. Also
passed aseparate measure, H.R. 4323, to provide statutory authority
to the Secretary of Defense to procure equipment needed for
combatant commands rapidly by waiving norma acquisition
reguirements.

e Approved aprovisionthat would requirethe Defense Department to
submit several reports related to military basing requirements by
March of 2006 and only then permit a new round of military base
closures no sooner than 2007.

e Approved a measure that would require that foreign countries
receive no more in trade offsets as a percentage of the value of a
contract for purchasing U.S. military equipment than the percentage
of domestic content required for U.S.-purchased military equi pment.

e Approved one provision to tighten restrictions on transfer of
technology with potential military utility to China and another to
expand the number of Chinese firms defined as a “military
company” to which sales are restricted.

e Approved an amendment offered in committee mark-up to
strengthen requirementsthat Defense Department civilian employees
be allowed to compete for operations that otherwise would be
outsourced.

e Provided $409 million, as requested, for the Cooperative Threat
Reduction program.

e Approved funding asrequested for Robust Nuclear Earth Penetrator
R&D and for other research on new nuclear weapons.

House Floor Action

On Tuesday, May 18, the House Rules Committee met to consider proposed
amendments to H.R. 4200 and to decide which to allow for debate on the House
floor. The committee reported arule (H.Res. 648) on May 19, as debate on the bill
wasscheduled to begin. Several |eading Democrats, including RepresentativeMartin
Frost, the ranking member of the Rules Committee, Representative ke Skelton, the
ranking member of the Armed Services Committee, and Representative John Spratt,
the second ranking member of the Armed Services Committee, opposed the rule
because it did not make in order several proposed amendments.
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Amendments Not Made in Order.

All of the senior Democratswho opposed therule complained, in particular, that
the rule did not make in order an amendment proposed by Representative Spratt to
transfer $414.4 million from specified missile defense programsto provide targeted
military pay raises, Marine Corp force protection measures, and improvementsto the
Patriot PAC-3 missile defense system. Other amendments not made in order by the

rule included

Anamendment by Representative L orettaSanchez to makepenalties
for sexual abuse crimes under the Uniform Code of Military Justice
consistent with penalties under the U.S. Code.

An amendment by Representative Jane Harman to limit missile
defense funding to the FY 2004 level, which is about $1.2 billion
below the FY 2005 request, to require operational testing before
missile defense systems are depl oyed, and to authorize $500 million
for port security;

An amendment by Representative John Tierney to require
operational testing before deploying missile defense systems;

An amendment by Representative Jim Cooper to authorize $67.7
billionin supplemental appropriationsfor military operationsin Irag
and Afghanistan; and

Anamendment by Representative Ed Markey to delete $29.8 million
requested in the Department of Energy for anew facility to produce
plutonium pits for nuclear weapons.

An amendment by Representative Jim Matheson to require
congressional authority for renewed nuclear testing.

Anamendment by Representative Adam Schiff to add $200 million
to Department of Energy non-proliferation programs.

An amendment by Representative Norm Dicks also to require the
Defense Department to follow aformal processin making new rules
for civilian personnel in DOD, to consult unions about therules, and
to allow congressional review.

Anamendment by Representatives Jay Inslee and ChrisVVan Hollen
to provide specified civil service protections for civilian defense
employees.

An amendment by Representative Joel Hefley, to provide aright of
appeal and some other protectionsto groups of asfew as 10 federal
employees whose jobs are being studied for privatization.
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e An amendment by Representative Tom Lantos to require federa
agencies to make up lost wages of employees who are military
reservists mobilized for service, and to establish acost-sharing plan
with state and local governments to eliminate losses for state and
local government employees.

e An amendment by Representative Jose Serrano to provide health
screening for military personnel exposed to depleted uranium.

Amendments Agreed To.

Of the amendments made in order, sel ected amendments that the House agreed
to include

e An amendment by Representative Virgil Goode to alow military
personnel to assist in border protection (231-191);

e An amendment by Representative Duncan Hunter expressing the
sense of Congress concerning the abuse of personsin custody inIraq
(416-4);

e An amendment by Representative Kendrick Meek to require the
Secretary of Defense to identify mission-critical information that
should be transmitted immediately from the field to senior Defense
Department officials and to set up mechanisms to transmit such
information;

e Anamendment by Representative Alcee Hastingsthat expressesthe
sense of Congress that no funds available to any department or
agency of the United States government may be used to provide
assistancefor thereconstruction of Iragqunlessthe President certifies
to Congress that the United States has entered into an agreement
with the Iragi Governing Council or a transitional government in
Irag under which Iraq agreesthat it will expend asignificant portion
of its revenues generated from oil production for reconstruction;

e Anamendment by Representative Curt Weldon expressingthe sense
of Congress that the Secretary of Defense should assist the Iraqgi
government in destroying the Abu Ghraib prison and replacing it
with amodern detention facility (308-114);

e An amendment by Representative ke Skelton on behalf of
Representative Louise Slaughter and others, requiring the Secretary
of Defenseto devel op acomprehensive policy for the Department of
Defense on the prevention of and response to sexual assaults
involving members of the Armed Forces and requiring DOD to take
related measures to address sexual assaults involving members of
the Armed Forces (410-0);
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e An amendment by Representative Norm Dicks requiring the Air
Force to enter into a contract to acquire KC-767 tanker aircraft by
March 1, 2005 (in Hunter en bloc amendment);

e An amendment by Representative Alcee Hastings to add $100
million for Department of Energy cleanup (in Hunter en bloc
amendment);

e An amendment by Representative Donald Manzullo to require the
job creation in the United States be afactor in determining contract
awards (in Hunter en bloc amendment);

e An amendment by Representative Curt Weldon to give rura
firefighting agenciespriority inacquiring excessdefenseproperty (in
Hunter en bloc amendment);

e An amendment by Representative Henry Brown to give state and
local health agencies priority in acquiring excess defense property
(in Hunter en bloc amendment);

¢ A second amendment by Representative Henry Brownto requirethe
Secretary of Defense to consider establishing a joint medical care
facility withtheV eteran’ sAdministration when requesting fundsfor
health facility construction (in Hunter en bloc amendment);

e Anamendment by Representative Brian Baird requiringthe Defense
Department to study and issue areport to Congress on mental health
services available to U.S. military persona deployed to combat
theaters (in Hunter en bloc amendment);

e An amendment by Representative Zach Wamp making changes to
the Energy Empl oyees Occupational |1lnessCompensation Program;
and

e Anamendment by Representative Jim Ryun requiring the Secretary
of Defense to initiate senior officer official educational programs
with Taiwan (290-132).

Amendments and Motion to Recommit Rejected.
Of the amendments made in order under the rule, the House rejected

e An amendment by Representative Susan Davis to repeal the
prohibition on servicewomen and female military dependents from
receiving abortions, even when paid for privately, at overseas
military hospitals (202-221);

e An amendment by Representative Mark Kennedy to delete the
provisionintheHousecommitteebill that would delay military base
closures until 2007 (162-259); and



The House also regjected by avote of 202-224 a motion to recommit offered by
Representative Henry Waxman. The motion instructed the Armed Services
Committee to report back abill including a sense of the Congress statement that the
House should appoint a select committee to investigate the treatment of detainees
held in connection with Operation Iragi Freedom, Operation Enduring Freedom, or
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Anamendment by Representative Ellen Tauscher to reducefundsfor
the Robust Nuclear Earth Penetrator nuclear warhead and other new
nuclear weapons R& D by $36.6 million, thetotal amount requested,
and to transfer the funds to intelligence programs and conventional
weapons to defeat hardened and deeply buried targets (204-214).

any other operation related to the Global War on Terrorism.

Senate Defense Authorization Markup

The Senate Armed Services Committee finished marking up its version of the
FY 2005 defense authorization bill (S. 4200) on May 6. Some highlights of the

committee-reported version of the bill include

Military Personnel End-Strength, Pay, and Benefits.

Gave the Secretary of Defense authority to increase Army active
duty end-strength by up to 30,000 through FY 2009. The committee
did not, however, increase permanent statutory end-strength.

Approved the requested pay raise of 3.5% for uniformed personnel.

Increased the Family Separation Allowance from $100 to $250 per
month and increased Imminent Danger Pay from $150 to $225 per
month. These measures make permanent increases that Congress
approved last year in the FY 2003 and FY 2004 Irag supplemental
appropriations bills.

Established a two-year demonstration program to alow non-
deployed military reservists not eligible for employer-sponsored
heath insuranceto sign up for health insurance through the military-
run TRICARE program.

Also established anew health insurance program, called TRICARE
Reserve Select, under which reservists and their dependents may
sign up for health insurance through TRICARE, with employees
paying 28% of the cost, asin thefederal civilian health program, if
employers agree to cover the remaining cost, or 100% if employers
do not cover part of the cost.

Also made permanent aprovision in the FY 2004 Iraq supplemental
that temporarily gavereservistsearlier eligibility for pre-deployment
medical care.

Added $400 million to the request for reserve medical care.
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Established a commission on the National Guard and Reserves.

Required separate campaign medals for Operation Enduring
Freedom in Afghanistan and Operation Iragi Freedom.

Extended to all hospitalized personnel a provision in the FY 2004
defense appropriations bill that eliminated a requirement that
military personnel pay for meals while hospitalized for combat-
related injuries.

Directed the Secretary of Defense to establish a uniform policy on
sexual assaullt.

Major Weapons Programs.

Approved $10.2 hillion, approximately the amount requested, for
missile defense programs, though the committee trimmed funds for
kinetic interceptor development and added funds for ground-based
mid-course defense and for additional Patriot PAC-3 missiles.

Added $35 million for cost overruns on the Space Based Infrared
System-High early warning satellite and $35 million for the
Advanced Extremely High Frequency communication satellite.

Approved the requested shift of funds from Comanche helicopter
development to other Army aviation and related programs.

Approved the requested $905 million for Stryker medium armored
vehicle procurement.

Approved the requested $3.2 hillion for Army Future Combat
System devel opment.

Approved requested funds for three DDG-51 destroyers, one
Virginia-class submarine, one LPD-17 amphibious ship, and two
T-AKE auxiliary ships.

Added $150 million as the first increment of funding for
procurement of the first of the new LHA(R)-class of amphibious
assault ships.

Approved $1.5 billion, as requested, for DD(X) destroyer
development, including $221 million in the R&D accounts for
design and the start of production of the first ship of the class, and
added $99.4 million to accelerate design of the second ship.

Approved $1.5 billion, asrequested for Littoral Combat Ship (LCS)
development, including $107 million for design and the start of
production of the first ship of the class.
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Authorized $2.9 billion for 42 Navy/Marine F/A-18E/F aircraft, as
requested.

Approved $3.6 hillion for F-35 Joint Strike fighter development,
adding $15 million for the short-takeoff variant.

Approved $3.4 billion for 22 F/A-22 fighters, a reduction of $280
million and 2 aircraft from the request.

Authorized $708 million, as requested, for the Joint Unmanned
Combat Air vehicles program.

Other Key Actions.

Added substantial amounts for force protection and related
measures, including $925 million for up-armored Humvees and
add-on armor (the Administration requested $163 million for 818
up-armored Humvees), $603 million for force protection gear and
combat clothing, and $107 million for the Army Rapid Fielding
Initiative (designed to deploy high priority items rapidly to the
soldiersinthefield) andfor Army and Marineindividual equipment.

Provided $11 billion, an increase of $445 million over the request,
for basic and applied research.

Approved $409 million, as requested, for the Cooperative Threat
Reduction program that finances programsto safeguard or eliminate
weapons in the former Soviet Union. Also allowed funding for a
chemical demilitarization plant in Russiaabout whichtherehasbeen
alongstanding disagreement between the House and Senate.

Approved $1.3 billion, asrequested, for Department of Energy non-
proliferation programs.

Approved requested funding for the Robust Nuclear Earth Penetrator
and for other nuclear weapons R&D.

Approved a potentially controversial legislative measure regarding
handling of radioactive waste at the Savannah River nuclear plant.

Agreed to an Administration request to increase alegislative cap on
U.S. military personnel in Colombiafrom 400 to 800 and toincrease
the cap on contractors from 400 to 600.
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Senate Floor Action

The Senate began floor action on S. 2400 on May 17, when it approved an
amendment by Senator Hutchison to authorized medical and dental carefor military
academy cadets and midshipmen. Through therest of that week, the Senate disposed
of only afew more amendments, in part because members of the Armed Services
Committee were involved in hearings on the Iraq prison abuse scandal. The Senate
resumed debate on June 2. The Senate continued floor debate on the bill the weeks
of June 14 and June 21, picking up its pace, adopting 36 amendments and rejecting
2, with 34 amendments pending as of June 23. On June 22, a cloture motion was
filed with avote expected on June 24 about whether to cut off debate. Late on June
23, however, the Senate passed the bill by 97 to O.

Amendments Agreed To.

The Senate cleared a number of technical amendments that were agreed to by
both sides and also agreed to an amendment by Senators John Warner and Ted
Stevens to authorize $25 billion for military operations in Iraq and Afghanistan.
Sel ected substantive measures agreed to included amendments

e By Senator Pete Domenici, SAAmdt. 3192, to accelerate non-
proliferation measures aimed at removing and safeguarding fissile
materials abroad (May 19, voice vote);

e By Senator Robert Byrd, S Amdt. 3212, to increase the authorized
size of the defense acquisition work force by 15% over the next
three years (May 19, voice vote);

e By Senators Tom Daschle and Lindsey Graham, S.Amadt. 3258, to
allow al non-deployed reservists to receive health insurance for
themselves and their dependents through the military TRICARE
program, with the federal government paying the employer share of
costs (June 2, 70-25);

e By Senators John Warner, Carl Levin, and Ted Stevens, S Amdt.
3260, to authorize $25 hillion in contingent emergency funds for
operationsin Irag and Afghanistan ( June 2, 95-0);

e By Senator Ron Wyden, S.Amdt. 3305, to require that federal
employees, rather than contractor personnel, oversee acquisition
contracts (June 14, unanimous consent);

e By Senator Christopher Dodd, S.Amdt. 3312, to provide
reimbursements for protective, safety, or health equipment
purchased by or on behaf of service members deployed in
connection with Operation Noble Eagle, Operation Enduring
Freedom, or Operation Iragi Freedom (June 14, 91-0);

e By Senators Edward Kennedy and Saxby Chambliss, S. Amdt. 3257,
torequirepublic-private competitionsand establish other regul ations
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governing outsourcing of Defense Department functions with more
than 10 civilian employees (June 14, unanimous consent);

By Senators Susan Collinsand Carl Levin, S, Amdt. 3224, to provide
civilian personnel with bid protest rightsin outsourcing competitions
(June 14, unanimous consent);

By Senator John Warner Amendment, S Amdt. 3432, to name the
bill in honor of Ronald W. Reagan (June 14, unanimous consent);

By Senator Tom Harkin S, Amdt. 3316, expressing the sense of the
Senate that Armed Forces Radio and Television Service
programming should be balanced (June 14, unanimous consent);

By Senator Harry Reid, S.Amdt. 3307, to require that any plan for
compensation to individuals in military prisons in Irag include
provisions for compensation to former prisoners of war held by the
regime of Saddam Hussein (June 14, unanimous consent);

By Senators Gordon Smith and Edward Kennedy, S, Amdt. 3183, to
provide Federal assistance to States and loca jurisdictions to
prosecute hate crimes, including crimesagainst gays (approved June
15, 65-33);

By Senator Richard Durbin, S, Amdt. 3386, to affirm that the United
States may not engage in torture or cruel, inhuman, or degrading
treatment or punishment (approved June 16, voice vote);

By Senators Jeff Sessions and Charles Schumer, S Amdt. 3372, to
extend military extraterritorial jurisdiction to cover not only
personnel and contractor personnel of the Department of Defense,
but al so personnel and contractor personnel of any federal agency or
provisional authority supporting the mission of the Department of
Defense overseas (approved June 16, unanimous consent);

By Senator Patty Murray, S Amdt. 3427, to facilitate the avail ability
of child care for the children of members of the Armed Forces on
active duty in connection with Operation Enduring Freedom or
Operation Iragi Freedom (approved June 17, voice vote);

By Senator John Warner, a second degree amendment, S.Amdt.
3453, to require the Secretary of Defense to prescribe and apply
criteria for operationally realistic testing of fieldable prototypes
devel oped under the ballistic missiledefense program — in adopting
the Warner amendment the Senate rejected an to an amendment by
Senator Jack Reed, SAAmdt. 3354, to require the Director of
Operational Test and Evaluation to prescribe and oversee operational
tests (approved, June 17, 55-44);
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By Senator Jack Reed, S.Amdt. 3352, to increase Army active duty
end-strength for FY 2005 by 20,000 to 502,400 (approved June 17,
93-4);

By Senator Tom Daschle, SAmdt. 3202, to provide relief for
mobilized military reservists from certain federal agricultural loan
obligations (approved June 17, unanimous consent);

By Senators John Ensign, Lindsey Graham, and Saxby Chambliss,
S.Amdt. 3440, to protect documents relating to the United Nations
Qil for Food program with Irag and to require a GAO report on the
program (approved June 17, unanimous consent);

By Senators Hilary Clinton and James Talent, S Amdt. 3163, to
improve medical tracking and pre-deployment medical treatment of
reservists (approved June 17, unanimous consent);

By Senator Diane Feinstein, S.Amdt. 3172, to state the sense of the
Senatethat perchlorate contaminationisahealth problem (approved
June 17, unanimous consent);

By Senator Christopher Bond, S.Amdt. 3245, to require two reports
on operation of the Federal Voting Assistance Program and the
military postal system together with certain actions to improve the
military postal system (approved June 17, unanimous consent);

By Senator Ben Campbell, S Amdt. 3237, to equalize procedures
applied to Army personnel in Korea with procedures applied
elsewhere in awarding the Combat Infantryman Badge and the
Combat Medica Badge (approved June 17, unanimous consent); and

By Senator Bill Nelson, S Amdt. 3279, to require a report on any
rel ationships between terrorist organizations based in Colombiaand
foreign governments and organizations (approved June 17,
unanimous consent);

By Senators Durbin, Mikulski, Landrieu, Murray, Dayton, and
Corzine, SAAmdt. 3196, to ensure reservists who are federal
employees will not lose pay if mobilized for active duty (approved
June 18, unanimous consent);

By Senator Reid, S.Amdt. 3297 asmodified, to eliminate the phase-
in of concurrent receipt for those veteranswith a disability rating of
100% that Congress established last year (approved June 18,
unanimous consent);

By Senator Warner, S Amdt. 3458 as modified, to express sense of
Congressto continue current policy that there be no mediacoverage
of the return to the United States of remains of deceased service
members (approved June 21, 52 to 38);
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e By Senator Brownback, S, Amdt. 3464, to increase penaltiestenfold
for indecent language broadcast on television or radio (approved
June 22, 99-1);2

e By Senator Dorgan, SAmdt. 3235, to repeal FCC regulations
published in 2003 that generally loosened ownership restrictionsfor
television and radio media companies; amendment retains current
39% limit on the size of the national audience that was adopted in
P.L.108-199 (FY 2004 Consolidated AppropriationsAct) (approved
June 22);3

e By Senator Reid (for Hollings), S, Amdt. 3466, to protect children
from violent programming (approved June 22);

e By Senator Warner (for McCain), SAmdt. 3461, to allow the
Secretary of Defense to exempt from Buy American restrictions
seven countrieswho have wide-ranging “ declarations of principles’
agreements (approved by 54 to 46 on June 22);

e By Senator Levin (for Boxer), S Amdt. 3367, to exempt abortions of
pregnancies due to rape or incest from the prohibition against using
DOD funds (part of en bloc amendments approved on June 22);

e By Senator Warner (for McCain), S Amdt. 3319, to repeal several
reporting requirements on identifying and assessing essential items
inthedefenseindustrial basethat were adoptedinlast year’ sdefense
authorization act (part of en bloc amendmentsapproved on June22);

e By Senator Warner (for McCain), S Amdt. 3441, to impose various
limits and requirements for the acquisition of Air Force tanker
refuelingaircraft (part of en bloc amendmentsapproved on June22);

e By Senator James Inhofe, SAmdt. 3198, to increase from $150
million to $250 million the amount of assistance the United States
may provide to Iragi and Afghan military and security forces; and
another amendment (part of en bloc amendments approved on June
22); and

e By SenatorsClinton, Leahy, and Kennedy, S.Amdt. 3204, to prohibit
closures of military commissaries, other retail stores, and schools
without specific congressional authorization (part of en bloc
amendments approved on June 22).

2 For more detail, see CRS Report RL31925, Regulation of Broadcast Indecency:
Background and Legal Analysis by Angie Welborn and Henry Cohen.

% For more detail, see CRS Report RL31925, FCC Media Ownership Rules: Issues for
Congressby CharlesB. Goldfarb; seealso, BNA, Daily Report for Executives, “ Senate Gets
Tough on Media Ownership, Indecency, but Prospects Dimin Conference.”
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Amendments Rejected.

The most high-profile debate in the Senate's first week of action on the
authorization was about an amendment by Senators Trent Lott, Byron Dorgan, and
others to delay domestic military base closures by two yearsthat the Senate narrowly
rejected. Another major debate concerned a provision in the bill to allow nuclear
waste at the Savannah River nuclear plant in South Carolinato be redefined aslow-
level waste that could be stored indefinitely on site, but the Senate rejected an
amendment by Senator Maria Cantwell to delete provisons backed by the
Department of Energy from the bill. A key debate the week of June 14 was over a
proposal by Senators Edward Kennedy and Diane Feinsteinto eliminatefundsfor the
Robust Nuclear Earth Penetrator nuclear warhead and other new nuclear weapons,

which the Senate al so rejected.

Amendments rejected include

An amendment by Senators Trent Lott, Byron Dorgan, Olympia
Snowe, Diane Feinstein, Thad Cochran, and Tom Daschle, S Amdit.
3158, to delay by at least two years the next round of domestic
military base closures, to permit only bases abroad to be closed in
2005, and to provide that Congress must renew authority for base
closures to occur in 2007 by approving a joint resolution to be
considered under expedited procedures (rejected May 18, 47-49).

An amendment by Senator Frank Lautenberg and others, S Amdt.
3151, to strengthen measures designed to prevent U.S.-based
companies from engaging in business with nationsfound to sponsor
international terrorism (rejected May 19, 49-50);

An amendment by Senators John Kyl and John Coryn, S Amdt.
3191, to raise fundsfor defense programs by imposing an excise tax
on lawyers fees exceeding $20,000 per hour in tobacco cases
(rejected May 19, 39-62);

An amendment by Senator Maria Cantwell, SAmdt 3261, to
eliminate aprovision in the committee version of the bill that would
allow the Department of Energy to reclassify certain waste at the
Savannah River, South Carolina, nuclear weapons production plant
aslow-level wastethat can be stored indefinitely on-site (not agreed
to June 3, 48-48);

An amendment by Senators Edward Kennedy and Diane Feinstein,
S.Amdt. 3263, to prohibit the use of fundsfor new nuclear weapons
development under the Stockpile Services Advanced Concepts
Initiative or for the Robust Nuclear Earth Penetrator (RNEP)
(regjected June 15, 42-55);

By Senator Christopher Dodd, S.Amdt. 3313, to prohibit the use of
contractors to seek intelligence from military detainees and to
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establish limitations on the transfer of custody of prisoners of the
Department of Defense (tabled June 16, 54-43);

e By Senator Patrick Leahy, S.Amdt. 3292, to stiffen penalties against
profiteering and fraud in contracts for military operations support,
post-war relief, or reconstruction (rejected June 16, 46-52);

e By Senator Barbara Boxer, S Amdt. 3368, to allow deployment of
the ground-based midcourse defense element of thenational ballistic
missile defense system only after the mission-related capabilities of
the system have been confirmed by operationally redlistic testing
(rejected June 17, 42-57);

e By Senator Jack Reed, S Amdt. 3354, to require the Director of
Operationa Test and Evaluationto prescribe and oversee operational
tests of ballistic missile defense systems (rejected when the Senate
agreed to the Warner 2™ degree substitute, June 17, 55-44); and

e By Senator Joseph Biden, S Amdt. 3379, to provide funds for the
security and stabilization of Iraq by suspending a portion of the
reduction in the highest income tax rate for individua taxpayers
(regjected June 17, 44-53).

e By Senator Lautenberg. S.Amdt. 3291, to require that the Secretary
of the Defense develop a protocol to permit media coverage of the
return of remains of service members who die overseas (rejected
June 21, 39 to 54);

e By Senator Levin, SAmdt. 3338, re-allocate funds from Ground-
based Midcourse interceptors in the missile defense program to
nuclear nonproliferation activities in the Department of Energy’s
Global Threat Reduction Initiative program, and to anti-terrorism/
force protection programs (rejected June 22, 44 to 56); and

e By Senator Dayton, S Amdt. 3197, to restore current Buy American
restrictions by deleting Sections 842 and 843 in the reported version
of thebill that had allowed the Secretary of Defenseto exempt some
21 countries who had memorandums of understanding with the
United States about defense trade (rendered moot June 22 by
passage of the Warner (McCain) S.Amdt. 3461).

Additional Pending Amendments.

Through June 22, the Senate had disposed of about 150 of 292 amendments
offeredtothebill. Among the 34 amendmentsthat werelisted as pending as of June
22 are those below.

e Senator Corzine (Levin), amendment to reduce the age of military
retired pay for nonregular service from 60 to 55;
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e Senator Kennedy, amendment to require reports on stabilizing Iraq
and future troop levels;

e Senator Reed, S Amdt. 3353, to limit obligation of fundsfor the 21%
to the 30 Ground-based Midcourse Defense interceptors until
operational tests are completed;

e Senator Byrd, S Amdt. 3423, to reduce authority provided in the
committee bill for U.S. military personnel in Colombiafrom 800 to
500 and for contractor personnel from 600 to 500.

e Senator Bond, S.Amdt. 3384, to include certain former nuclear
weapons workers in a group receiving benefits under the Energy
Employees Occupational 1llness Compensation Program and to
provide for disposal of excess stocks;

e Senator Bingaman, S.Amdt. 2359, and Senator Warner, S.Amdt.
3460, requiring reports on foreign nationals detained by DOD;

e Senators Landrieu and Snowe, amendment to increase minimum
Survivor Benefit Plan basic annuities;

e Senator Christopher Dodd, S, Amdt. 3311, to penalize contractors
that agreeto offsets of more than 100% of the value of acontract for
sales of defense goods to foreign nations.

e Senator John McCain, S.Amdt. 3442, S Amdt. 3443, S Amdt. 3444,
and S, Amdt. 3445, to establish restrictions on acquisition of Boeing
KC-767 tanker aircraft.

House Defense Appropriations Markup

The House Appropriations Committee marked up its version of the FY 2005
defense authorization bill on June 16 and reported H.R. 4613 on June 18, 2004
(H.Rept. 108-553). Some highlights of the committee-reported version of the hill
include the following.

Iraq and Afghanistan Costs.

e The committee provided $25 hillion to cover part of the costs of
operations and Afghanistan — the committee would make the
money available on enactment of thebill, so some of thefundscould
be used to cover costs in FY2004 as well as FY2005. The
committee did not agree to the Administration request to provide all
of the fundsin aflexible account that would allow the Secretary of
Defense to transfer money to activities without prior congressional
approval. Instead, the committee provided all but $2.978 billion of
the money in regular appropriations accounts subject to normal
proceduresthat limit transfersof fundsto other uses. Thecommittee
also required quarterly reports on the use of the funds.
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Military Personnel End-Strength, Pay, and Benefits.

The committee

Provided funding for a military pay raise of 3.5% and for housing
allowances and other benefits as approved in the House
authorization.

Within the $25 billion for Iraq and Afghanistan, included funds for
Army and Marine Corps end-strength increases as approved in the
House authorization.

Cut $499.7 million from military personnel accounts to reflect
perennial underexecution of military personnel programs in prior
years, as reported by the General Accounting Office.

Major Weapons Programs.

Added $2.2 billion for what the committee describesasan initiative
to “recapitalize” Army and Marine Corps ground forces. The
increases included $950 million, doubling the amount requested, to
procure Stryker armored personnel carriers and associated
equi pment sufficient to stand-up an additional Stryker brigade, $350
million for other armored combat vehicles, $503 million for
helicopters, $390 million for trucks and other support vehicles, and
$52 million for the ammunition production base.

Provided $9.7 hillion for missile defense, $458 million below the
request. The committee indicated overall support for the program,
but said that the remaining funds provide a sufficient increase over
last year's program. The committee also rescinded $31.5 million
due to termination of a joint satellite program with Russia (called
RAMOS) and $74.7 million due to restructuring of the Airborne
Laser program.

Cut the Army’ s request for $3.2 billion for Future Combat System
development by $324 million, $79 million more than the House
authorization. Most of the reduction was in what the committee
described as management overhead, but the committee also cut $76
million from the non-line of sight launch system (NLOS-LS),
terminating the project. The committee continued full funding for
the non-line of sight cannon (NLOS-C) program, however.

Provided $165 million, $76 million more than requested, to fully
fund construction of a Theater Support Vessal in Army R&D
accounts.

Agreed with the House authorization intrimming $248 million from
the DD(X) R&D program, including fundsto begin constructing the
first ship.
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In place of DD(X) construction, the committee added $125 million
in advance procurement for one additional DDG-51 destroyer to be
fully funded in the FY 2006 or FY 2007 budgets.

e Did not agree with the House authorization cut of $107 million for
construction of the first Littoral Combat Ship. Instead, the
committee added $107 million to the program to fully fund the cost
of building the first ship, though it cut $50 million for design of the
second ship of the class, saying it was redundant.

e Eliminated $44 million requested for R&D on the LHA(R)
amphibious ship program and provided no funds for procurement,
rejecting the addition of $150 million for LHA(R) advance
procurement recommended in the House and Senate authorization
bills.

e Supported procurement of 24 F/A-22 fighters, as requested.

e Provided $4.4 billion for F-35 Joint Strike Fighter R& D funding, a
reduction of $240 million to reflect delays that are anticipated in
view of problems in controlling aircraft weight. Also prohibited
obligation of $1.4 billion of thefundsuntil DOD reportsto Congress
on plans to adjust the program following an independent review.

e Objected strongly to provisionsin multi-year procurement contracts
the Air Force negotiated to purchase C-17 and C-130 aircraft, saying
that they violate rules requiring full funding of the total cost of
useable end-items of equipment.* The committee revised
requirementsin the annual appropriations bill governing multi-year
procurement and shifted $159 million from C-17 upgrades to fully
fund 15 aircraft, one more than requested.

e Provided $100 million in a “Tanker Replacement Transfer Fund”
available to acquire KC-767 tanker aircraft whenever the status of
the program warrants acquisition.

e Added $91 million for the Space Based Infrared System-High
(SBIRS-High) program, more than the $35 million the House and
Senate authorizersadded. Agreed, with minor variations, to cutsthe
authorizersmadeinthe Transformational Communications Satellite
and the Evolved Expendable Launch Vehicle (EELV). In report
language, the committee said that two contractorsfor the EELV may
not be justified.

* For an extensive discussion of recent debates over “full funding” versus “incremental
funding, with historical background on the full funding requirement, see CRS Report
RL 31404, Defense Procurement: Full Funding Policy —Background, Issues, and Options
for Congress, by Ronald O’ Rourke and Stephen Daggett.
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e Provided $75 million for the Space Based Radar program, $253
million bel ow the request, effectively terminating the program, with
the remaining funds to be used for alternative technologies and
concepts.

e Added $50 million for new bomber development, half what the
House authorization added.

Other Key Actions.

e Added $900 million, close to amounts approved in prior years, for
unrequested, earmarked medical R&D projects, including breast
cancer and prostate cancer research.

e Added $500 million in operation and maintenance accounts to
redress shortfalls identified by the military services in short-term,
readiness-related areas.

e Cut operation and maintenance accounts by $415 million to reflect
under-obligation of O&M fundsin prior years, by $335 million for
assumed efficienciesin administrative and related activities; by $86
million to eliminate growth above inflation in requested funds for
base operations support, by $92 million for overstated civilian pay
requirements, by $177 millionto reflect aslower rate than estimated
in converting jobs from uniformed positions to civilian ones, by
$316 million in working capital funds to reflect cash balances and
purchasesthat will not be necessary, by $967 million of excess cash
balancesin the transportation working capital fund, by $300 million
for overstated requirements for outside contracts, by $100 million
for unnecessary payments to contractors for taxes, and by $55
million for overestimated civilian separation incentives.

e Added $25 hillion for operations in Iraq and Afghanistan. The
committeeprovided aimost all of thefundsin regul ar appropriations
accounts except for $2.978 billion in the Irag Freedom Fund, a
flexible transfer account. Of the $2.978 billion, however, $1.978is
available only for classified programs described in an annex to the
report, so only $1 billion is available as flexible funding.

e In amanager’s amendment during the full committee markup, the
committee added $685 million to theemergency funding for Iraq for
State Department operations and aso added $95 million in
emergency funds for famine relief and refugee assistance in Sudan
and Chad.



CRS-25
House Floor Action

On June 22, the House voted to pass H.R. 4613, the FY2005 DOD
Appropriations Act by 403to 17. Beforethe bill was passed, however, controversy
erupted over H.Res. 683, the rule to consider H.R. 4613, which had been amended
by the Rules Committee to include placeholder language that would alow the
conferees to raise the ceiling on the national debt as part of the bill rather than
requiring a separate vote (H.Rept. 108-559). The vote on therule, H.Res. 683, was
22010 196.°

The Housethen adopted the Lewisen bloc amendment requiring several reports
from DOD, including one onimproving the dud rate of cluster munitions, another on
contractsfor security, translation, and interrogation servicesin Irag, Afghanistan, or
Guantanamo Bay, as well as requiring notification to the International Relations,
Foreign Relations, and the defense committees before providing assistance to Iragi
and Afghan military and security forces. The House rejected an amendment by
Congressman Inslee that would have prohibited the use of funds for implementing
reforms for DOD’ s civilian personnel system.® Five amendments were withdrawn.

Issues for Congress

One issue has been paramount in congressiona debate about the FY 2005
defense budget: whether Congress should providefunding for operationsin Irag and
Afghanistan before early 2005, when the Bush Administration, if it is returned to
office, initially said it planned to request supplemental appropriations. A number of
other issues are also on the agenda, including some that are likely to be politically
contentious this year and some with significant long-term defense policy
implications. Among the key issues for Congress are

e To what extent projected budget deficits over the next few years
might constrain defense spending;

e Whether Congress should require a substantial, temporary increase
in active duty end-strength, particularly in the Army, to ease
pressures on theforce caused by operationsin Irag and Afghanistan;

e Whether the planned deployment of amissile defense test bed with
a limited operational capability in September or October was
scheduled primarily for political rather than for sound technical
reasons;

e Towhat extent major weapons programsin all of the services may
need to be reined in, both because of limits on overall defense
spending and because of rapid cost growth in several big projects,

e How the Defense Department’ s change in longstanding regulations
governing weaponsacquisition proceduresto permit what DOD calls

®> Congressional Record, June 22, p. D670.
® Congressional Record, June 22, p. H4722.
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“evolutionary acquisition” is affecting managerial controls and
congressional oversight over major weapons programs;

e Whether Congress should provide additional military personnel
benefits, including (1) accessto DOD-provided health insurancefor
non-deployed military reservists and their dependents and (2)
increased military retiree survivor benefits,

e Whether Congress should delay or restrict a new round of base
closures planned in calendar year 2005;

e What isthe status of Pentagon plansto redeploy U.S. military forces
stationed abroad and what are the implications for congressional
oversight and defense budgets;

e How the Army plans to manage and to finance a far-reaching
reorganization of its combat forces to increase the number of
deployable combat brigades and to turn brigades, rather than
divisions, into the major unit of action in future operations;

e How the Defense Department is restructuring its civilian personnel
system following Congress's approval last year of the Pentagon’s
request for broad authority to reform civil service pay and
performance rules;

e Whether Congressshould approvethe Defense Department’ srequest
for changes in environmental laws and regulations governing
military trainingin addition to changes Congress approved last year;

e Whether Department of Energy plans to investigate new nuclear
weapons — including low and variable yield weapons and earth
penetration weapons — are strategically sound and in line with
authority Congress provided last year;

e Whether Congress should require the Defense Department to begin
acquiring Boeing KC-767 tanker aircraft; and

e Whether Congress should take steps to limit foreign military sales
offsets or to strength “Buy American” requirements.

The following discussion provides brief background information on each of these
issues and discusses congressional action to date.

Funding for Irag and Afghanistan

The Administration did not initially request funding for ongoing operationsin
Irag and Afghanistan in theregular FY 2005 defense bills. Instead, officials said that
they expected to request supplemental appropriations for overseas operations some
time early in caendar year 2005, possibly when the FY 2006 budget request is
submitted at the beginning of February. After considerable debate in Congress,
however, on May 12, 2004, the White House submitted an amendment toits FY 2005
request in which it asked for $25 billion to be appropriated into a reserve fund for
operationsin Irag and Afghanistan in early FY 2005.”

" Office of Management and Budget, “Budget Amendment: $25 Billion Contingent
Emergency Reserve Fund (Department of Defense — Irag Freedom Fund),” May 12, 2004,
[ http://www.whitehouse.gov/omb/budget/amendments/amendment 5 12 04.pdf].
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Two issues remain for Congress, however. One is whether Congress should
appropriate more than $25 hillion, since total costsin FY 2005 are expected to total
at least twiceasmuch.? Recently, Senate Appropriations Committee Chairman Ted
Stevens has said that his committee will consider whether to provide more.® A
second issue is how much flexibility Congress will agree to provide the
Administrationin allocating additional funds. The Administration’sMay 12 request
would permit the Secretary of Defense, in consultation with the Office of
Management and Budget, to allocate the fundsto any budget account, requiring only
that the Secretary notify Congress five days before transferring the funds. Many
Members of Congress, including the leaders of the appropriations committees, have
said they arenot willingto provide so much flexibility and intend to ensurethat funds
are available only for specified activities. There remains considerable debate,
however, over how much flexibility to provide (for afull discussion, CRS Report
RL32422, The Administration’s FY2005 Request for $25 Billion for Operationsin
Iragand Afghanistan: Precedentsand Optionsfor Congress, by Stephen Daggett and
Amy Belasco).

The issue of funding for Iraq and Afghanistan has been a matter of extensive
debate in Congressthisyear. From the beginning some |legislators complained that
the Administration’ sfailureto ask for money for Iraq and Afghanistan wasintended
to avoid a congressional debate about Iraq policy during the presidential election
campaign, to obscure the war’'s long-term costs, and to understate the size of
projected federal budget deficits. The issue became particularly acute when Army
Chief of Staff General Peter Schoomaker was asked about it in a Senate Armed
Services Committee hearing on February 10. Schoomaker said he was “concerned
... on how we bridge between the end of thisfiscal year and whenever we could get
a supplemental in the next year. And | do not have an answer for exactly how we
could do that.” General Michael Hagee, the Commandant of the Marine Corps,
echoed Schoomaker’ s concern.

In response, the next day, February 11, DOD Comptroller Dov Zakheim held
apressbriefing to explain that Pentagon |eaderswere surethey could meet Army and
Marine Corps requirements into next Spring by “cash flowing” regular FY 2005
appropriations.™ In FY 2003, Zakheim said, the Defense Department was able to
provide $26 billion for Iraq war costs before Congress could approve supplemental
appropriations, themoney, he said, was mainly operation and maintenance fundsthat
would otherwise not have been spent until the fourth quarter of thefiscal year. DOD
and also the Office of Management and Budget (OMB), he said, were certain that
they could manage FY 2005 funding in asimilar way. Zakheim also argued that it
was appropriate to delay requesting fundsfor Irag because of great uncertainty about

8 In testimony before the Senate Armed Services Committee on May 13, 2004, Deputy
Secretary of Defense Paul Wolfowitz said that costsin Irag and Afghanistan are running at
$4.5-%5 billion per month, an annual rate of $50-$60 billion.

° Peter Cohn, “Stevens Seeks To Increase Pentagon’s $25B Request,” National Journal
Congress Daily, May 13, 2004.

1 DOD Comptroller Dov Zakheim, “Defense Department Special Briefing: Purpose Of
Budget Supplementals,” February 11, 2004, available el ectronically at [ http://www.defense
link.mil/transcripts/2004/tr20040211-0440.html].
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costs, particularly following the planned transfer of sovereignty to an interim Iraqgi
government on June 30.

One issue in the debate has been what precedents earlier wars provide. Last
year, aCRS memo reported that theinitial funding for most conflicts— from World
War I, to Korea, to Vietnam, to the 1991 Persian Gulf War — was generally
provided through supplemental appropriations.’* That memo did not, however,
addressfunding for wars after theinitial phases. Onthat question, the precedentsare
mixed. While the Korean conflict was financed mainly with supplementals, World
War Il and Vietnam were funded both with supplementals and with regular
appropriations. Funding for the Persian Gulf War was not provided over several
years, so it isnot really similar. (For areview of methods used to fund operations
since 1991, see CRS Report RL32141, Funding for Military and Peacekeeping
Operations: Recent History and Precedents, by Jeff Chamberlin.)

Vietnam therefore, is the most recent truly comparable example. In that case,
the Administration first asked for a $700 million supplemental for FY 1965 in May
of 1965; thenfor a$1.7 billion additionto theregular FY 1966 defense appropriations
bill, which was requested as a budget amendment in the summer of 1965; and then,
in January of 1966, astroop levelsin Southeast Asiawere climbing, asupplemental
of $12.3 billion for FY 1966 and regular appropriations of $10.3 billion for FY 1967,
both requested when the FY 1967 budget was submitted. So, inthe caseof Vietnam,
the Johnson Administration asked for emergency supplemental swhen necessary, but
also requested fundsin regular appropriations bills as soon asthose billswere on the
congressional agenda, even though troop levelswere in flux and the duration of the
conflict could not be foreseen.

More recently, there has been some discussion in Congress about the adequacy
of FY2004 funding for Irag. In testimony before the House Armed Services
Committee on April 21, 2004, General Richard Myers, the Chairman of the Joint
Chiefs of Staff, said that the military services had identified a preliminary shortfall
of about $4 billion through the end of the fiscal year. He also said that the Defense
Department was in the midst of a budget review which the service chiefs thought
would be able to find enough money in, for example, underexecuting acquisition
programs, to cover the shortfall. General Myers reiterated that assessment in
testimony beforethe Senate Defense A ppropriations Subcommitteeon May 12, 2004.
(For adetailed CRS assessment, see CRS Report RL32381, Adequacy of the Army’s
FY2004 Funding for Operationsin Iraq, by Amy Belasco).

A related issueiswhether the Defense Department hasrequested enough money
for everyday equipment for troopsin Irag and Afghanistan, including equipment for
for force protection — that is, for items such as up-armored Humvees, body armor,
robotsand other devicesfor coping with improvised explosive devices (IEDs), night
vision goggles, and other equipment of immediate value to troops on the ground.
Senator Jack Reed has pointed to a recent Defense Department reprogramming

1 Stephen Daggett, “Budgeting for Warsin the Past,” Congressional Distribution Memo,
updated March 27, 2003.



CRS-29

request that would allocate $619 million for urgent Irag needs.”> Andinthe April 21
House Armed Services Committee hearing with General Myers, Representative Curt
Weldon cited a number of shortfalls in such equipment that the Army identified in
its annual unfunded priorities list.

Congressional Action. Congressisstill debating how to provide fundsfor
Irag and Afghanistan before next year. The conference agreement on the budget
resolution (S.Con.Res. 95) sets aside $50 billion. The final decision on additional
appropriations rests with the Appropriations Committees, where there have been
strong differences of opinion.

At theend of April, Representative Duncan Hunter, the Chairman of the House
Armed Services Committee, announced that he planned include an authorization of
$20 hillion in the chairman’s mark of the FY2005 defense authorization for
supplemental Irag and Afghanistan costs.*® Thisamount, he said, wasintended as a
“bridge” to cover costsfrom the beginning of thefiscal year on October 1, 2004, until
afull year supplemental could be provided early next year.

At the same time, among appropriators, Representative Jerry Lewis, the
chairman of the House Defense Appropriations Subcommittee said that there was
some discussion among committee members of providing, not a full FY 2005
supplemental, but an emergency fund of some kind from which the services could
draw if needed during the first few months of FY 2005.** In the Senate, Senator Ted
Stevens, the Chairman of the Senate A ppropriations Committee, argued against afull
FY2C3505 supplemental, saying it would delay action on regular FY 2005 funding
bills.

Subsequently, on May 5, 2004, the White House announced that it would
request a $25 billion “contingency fund” for costs of Iraq and Afghanistan, and on
May 12, the White House submitted aformal FY 2005 budget amendment requesting
the funds. Although the request included illustrative amounts for specific titles of
regular appropriations ($14 billion for operation and maintenance, for example), the
Administration proposal granted the Secretary of Defense, with the approval of the
Office of Management and Budget, compl ete authority to usethefundsin other ways,
requiring only that the Secretary notify the congressional defense committees five
days before transferring the funds. The degree of funding flexibility to allow
subsequently became a key issuein Congress.

12 Jonathan Weisman, “War May Require More Money Soon,” Washington Post, April 21,
2004.

13 Joseph C. Anselmo and John M. Donnelly, “Timing of Iraq Supplemental May Change,”
CQ Today, April 21, 2004.

4 Nancy Ognanovich, “Lewis Says Lawmakers Discussing Adding Irag Money to FY 2005
Defense Spending Bill,” BNA Daily Report for Executives, April 30, 2004.

5 Nancy Ognanovich, “ Stevens Charges New War Supplemental Would Imperil Regular
FY’ 05 Spending Bills,” BNA Daily Report for Executives, April 30, 2004.
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In its markup of the FY 2005 authorization bill on May 12, the House Armed
Services Committee approved a measure to authorize $25 billion for Irag and
Afghanistan. Thecommitteereg ected amendmentsto doublethetotal amount to $50
billion. The committee bill did not provide the Administration all of the flexibility
it requested to allocate the funds among accounts. Instead, the measure authorized
funds in regular Defense Department budget accounts and gave the Secretary of
Defense authority to transfer up to $2.5 billion of the money to different accounts.

Subsequently, the Senate took up theissue. On June 2, the Senate approved an
amendment to the authorization bill by Senators John Warner, the Chairman of the
Armed Services Committee, Carl Levin, theranking Democrat, and Ted Stevens, the
Chairman of the Appropriations Committee, to authorize $25 billion in contingent
emergency funds for Irag and Afghanistan. The measure authorizes most of the
money in regular accounts but also provides $3 billion for transfer to any accounts
as needed.

The final decision on how to address the issue, however, rests with the
appropriators. On June 2, the House Defense A ppropriations Subcommittee marked
up its version of the FY 2005 defense appropriations bill. As part of the bill, it
included a provision providing $25 hillion for operations in Iraq and Afghanistan.
The committee allocated almost all of the money to regular Defense Department
appropriations accounts, in more precise detail than either authorization bill, except
for $2.978 billion, which it provided in the Iraq Freedom Fund, an account from
which money may be transferred to other, regular accounts to meet unexpected
requirements. Of this amount, $1.978 is available only for classified programs
detailed in an annex to the committee report. So only $1 billion of the $25 billion the
committee provided isin flexible funding. The committee also imposed extensive
reporting requirementson theuse of thefunds. The committee also gavethe Defense
Department authority to transfer up to $2 billion of the funds between accounts,
subject to regular procedures that require advance approval of such transfers by the
four congressional defense committees. In addition, in response to concerns that
funding in FY 2004 may not be sufficient, the committee decided to make the funds
available to the Defense Department as soon as the bill is enacted, which may be
before the beginning of FY 2005 on October 1.

Although the House and the Senate authorization bills and the House version
of the appropriations bill provide $25 billion for Iraq and Afghanistan, the amount
remains a matter of discussion. Senator Ted Stevens, the Chairman of the Senate
Appropriations Committee, has said that he may consider providing more money
when the Senate acts on its version of the bill. Senator Stevens also said that he
planned, like the House defense subcommittee, to make funds available when the
appropriations bill is enacted.

Deficits and the Defense Budget

Congressional debate about the FY 2005 budget seemsto mark a turning point
of sorts. After several years in which mounting budget deficits were apparently of
less interest in Congress than tax cuts, Medicare prescription drug coverage, and
increased benefitsfor military retirees, old-timedeficit cutting religion appearsto be
undergoing abit of arevival. The Administration has proposed abudget plan which
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it says will cut the federal budget in half by FY 2009, though there is considerable
debate about whether it would actually accomplish that. In their versions of the
FY 2005 budget resolution, both the House and the Senate have imposed somewhat
tighter restrictions on total discretionary spending than the Administration, and the
Senate hasvoted to reimpose procedural restrictions, knownas® PAY GO” rules, both
on increases in mandatory programs and on reductions in revenues. Statutory
PAY GO rules were first established by the Budget Enforcement Act of 1990, but
expired after FY 2002.

Battles over how to control federal deficits were fixtures of congressiond
budget debatesfrom thetime Congress approved thefirst Gramm-Rudman-Hollings
deficit control act in November 1985 into the late 1990s. Congress passed revised
measuresto limit deficitsin 1987, 1990, 1993, and 1997. It wasonly after 1998 that
an economic boom, together with several rounds of tax increases and measures to
limit spending, led, though only temporarily, to budget surpluses. Thedeficit battles,
aswell asthe end of the Cold War, were amajor factor affecting defense spending.
Adjusted for inflation, the defense budget declined inreal termsfor 14 straight years,
from FY 1986 through FY 1999, and began to turn up again only in FY 2000 as deficit
pressures eased.

There-emergenceof thedeficit asanissue, thereforerai sesan obvious question:
to what extent might ongoing efforts to control budget deficits eventualy limit the
amounts available for defense? This year, there was a serious debate in Congress
about the total amount for defense for the first time in several years. In the Senate,
Budget Committee Chairman Don Nickles proposed, and thefull committeereported,
abudget resolution that reduced the recommended total for national defense by $6.9
billion below the Administration request. In the House, Budget Committee
Chairman Jim Nussle initially proposed a $2 billion cut in defense in an attempt to
make the point that everything — even defense — needed to be on the table to
control long-term spending. While Congress did not, in the end, support cuts in
defense, the long-term budget situation may raise the issue again in the future.

Congressional Action. In the Senate, the Budget Committee reported
version of theannual budget resol ution (S.Con.Res. 95) recommended $415.2 billion
for the national defense budget function (function 050), $6.9 billion below the CBO
reestimate of the Administration request (see Table 2). On March 10, however, the
Senate approved an amendment by Senator John Warner to restorethefunds. Inthe
House, Budget Committee Chairman Jim Nussledropped hisproposal torecommend
$2 billion lessfor defense than the Administration requested. The House resolution
(H.Con.Res. 393), as reported by the Budget Committee and as passed by the full
House, recommendsthe requested level of funding for national defense, though $2.6
billion of the request is shown in anew budget function for Homeland Security.

The conference agreement on the budget resolution provides $472.2 billion for
national defense in FY 2005, including $50 billion for overseas contingency
operations. TheHouse approved the budget resol ution on May 20, and al so approved
ameasure “deeming” the totals in the budget resolution to have been agreed to for
purposes of subsequent House action on appropriations bills and other legidlation.
The Senate has not approved the conference agreement, however, and aso has not
acted on a deeming measure.
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the National Defense Budget Function (050)

(millions of dollars)

FY2004| FY2005( FY2006/ FY2007| FY2008| FY2009
Administration Request (OM B Estimate)
Budget Authority 460,547 423,098 444,016| 464,787| 485,812| 508,150
Outlays 453,684 450,586| 436,147 447,074| 467,063| 487,181
Administration Request (CBO Reestimate) /a/
Budget Authority 463,604 422,157 445,708| 466,709| 487,999| 510,429
Outlays 452,946 449,442| 442,157| 448,787| 467,709| 489,186
Senate Budget Committee Budget Resolution, Excluding Contingency Fund
Budget Authority 463,604 415257| 445,708| 456,148| 467,482| 479,494
Outlays 452,946 444,033| 440,563| 441,290| 451,419| 463,058
Senate-Passed Budget Resolution, Excluding Contingency Fund
Budget Authority 422,157 445,708| 456,148| 467,482| 479,494
Outlays 449,442 442,157| 441,732 451,564| 463,106
Senate-Passed vs Senate Budget Committee
Budget Authority +6,900 0 0 0 0
Outlays +5,409 +1,594 +442 +145 +43
Senate-Passed vs. CBO Reestimate of Reguest
Budget Authority 0 0| -10561| -20,517| -30,935
Outlays 0 0 -7,055( -16,145( -26,080
House-Passed Budget Resolution, Excluding Allowance for Irag Supplemental /b/
Budget Authority 461,544 419,634 442,400| 464,000| 486,149| 508,369
Outlays 451,125 447,114| 439,098| 445,927| 465,542| 487,186
House Alter native, Cummings, Congressional Black Caucus
Budget Authority 408,486 430,694| 451,728| 473,293 494,923
Outlays 439,979 428,774| 434,219| 453,061 473,956
House Alternative, Stenholm, Blue Dog Coalition /a/
Budget Authority 422,157 444,807| 466,423| 488,691 511,074
Outlays 449,442 441,451| 448,337| 468,010 489,757
House Alternative, Hensarling, Republican Study Committee
Budget Authority 461,544 419,634 442,400| 464,000| 486,149| 508,369
Outlays 451,125 447,114| 439,098| 445,927| 465,542| 487,186
House Alternative, Spratt, Democr atic Substitute /a/
Budget Authority 463,600 422,200 445,700| 466,700| 488,000 510,400
Outlays 453,000 448,300 441,500| 448,400| 467,500| 489,300
Conference Agreement
Budget Authority 463,617 472,157 432,366| 442,103| 452,073| 462,069
Outlays 452,953 474,298| 452,218| 434,750| 438,532| 447,364

Sour ces: Congressional Budget Office; Senate Budget Committee, March 5, 2004; S.Con.Res. 95 as
passed by the Senate; House Budget Committeereport on the FY 2005 budget resolution, H.Rept. 108-
441; Congressional Record, March 25, 2004; H.Rept. 108-498.

Notes

a. The CBO reestimate, the Blue Dog Coadlition plan, and the Democratic Substitute all make
proj ections through FY 2014 — figures beyond FY 2009 are not shown here.

b. The House-passed budget resolution excludes $2.6 billion of homeland security-related funding
from the national defense budget function (function 050) in FY 2005and instead providesit in
a new “homeland security” budget function (function 100). If the defense-related homeland
security funds are added to the National Defense Budget Function, the totals equal the CBO
reestimate of the Administration request.
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Active Duty End-Strength

Even before the current conflict in Iraq began, there was some support in
Congressfor increasing the size of the active duty force, particularly inthe Army, as
ameans of reducing strainson military personnel that some argued were aggravated
by frequent military operations abroad, such as peacekeeping operations in Bosnia
and Kosovo.* In the House, Representative Ike Skelton, the ranking Democrat on
the House Armed Services Committee, argued for some years that the Army needed
about 40,000 more troops.*’

Now, the need to keep a substantial number of troops in Irag for an as yet
indeterminate period has made end-strength acritical issue. Currently, the Defense
Department haswai ved statutory capson end-strength, and it iskeeping about 30,000
more personnel in the active duty force than before thewar in Irag. Costs of paying
these additional troops — as well as temporarily mobilized reserve troops — has
been covered with FY 2003 and FY 2004 supplemental appropriations. Army leaders
have said that they want to keep as many as 30,000 additional troopsin the service,
not only to ease strains of overseas deployments, but also to allow some flexibility
as the Army reorganizes its combat units (see below). So it appears likely that the
Administration will want to keep some additional end-strength for some time, still
paid for with supplemental appropriations.

The Defense Department has opposed, however, congressional measures to
increase statutory end-strength and to establish end-strength minimums. It appears
that the Defense Department wants flexibility to increase or reduce troop levels
without a congressional mandate. But neither critics nor proponents of an increase
in statutory end-strength have addressed why it would be better or worse than the
present situation, in which DOD is keeping added end-strength by waiving the
current statutory caps.

In response to past, pre-lraq proposals to increase end-strength, Secretary
Rumsfeld has argued that the services can increase the number of deployable troops
without adding to overall end-strength by more efficiently managing the forces that
are available. One key efficiency measure is a plan to transfer as many as 10,000
jobs now performed by uniformed personnel to civilians in FY 2004 and another
10,000 in FY 2005. Reportedly, some Pentagon studies have found that as many as
320,000 military jobs could be performed by civilians.®

16 Many, including senior Army leaders, complained that peacekeeping operations created
an excessively high operational tempo. Othersargued that the Army should not have been
overly taxed by deploying 5,000-10,000 of its 480,000 active duty troops in contingency
operations, and that it would not have had problems if its personnel system was better
adapted to post-Cold War requirements. For a discussion, see John C.F. Tillson, It's the
Personnel System, Institute for Defense Analyses, September 2000.

1 See, for example, Representative Ike Skelton, “We Are Wearing Them Out: Why We
Need to Increase Army Troop Strength, Congressional Record, July 1, 1999, pp. H5324-
H5326.

18 See Peter Grier, “The New Drawdown,” Air Force Magazine, March, 2004.



CRS-34

These prospects have not persuaded advocates in Congress that potential
problems caused by the burden of rotating forces into Iraq are being adequately
addressed. Some Members of Congress have proposed increasing the Army’'s
statutory end-strength by as many as 40,000 troops. And some have proposed, as
well, that some of the additional troops should be assigned to units specialy
organized and trained for security operations overseas.

A part of the discussion of end-strength isthe cost. The Congressional Budget
Office estimated that in 2002 the average active duty service-member received a
compensation package, including pay and non-cash benefits, of about $99,000 per
year.”® So, without including training and other operating costs of additional forces,
arough starting point for analysisis that each additional 10,000 active duty troops
will add about $1 billion to the defense budget. These estimates are in line with
Army projections, which are that it would cost $3.6 billion a year to add 30,000
troopsto theforce. Presumably, thesetroopswould be used to fill out existing units,
not to add new ones, which would cost additional money.

Congressional Action. At the end of April, House Armed Services
Committee Chairman Duncan Hunter announced that he would propose an increase
in statutory end-strength for the Army and the Marine Corps in the committee
markup of the FY 2005 defense authorization bill.?* The bill as reported by the
committee and passed by the House includes his proposal to increase statutory end-
strength in the Army by 10,000 and in the Marine Corps by 3,000 in each of the next
three years, for atotal increase of 39,000 troops. The committee assumed that the
costs of the increase in FY 2005 will be paid for not out of regular funds but out of
additional funding for Iraq— in the $25 billion contingency fund for thefirst part of
the fiscal year and/or in later supplemental appropriations.

In the Senate, Senators Reed, Akaka, Clinton, Nelson (FL), Hagel, McCain,
Schumer, Landrieu, and Boxer, sponsored a bill, S. 2165, to increase Army end-
strength by 30,000. The Senate Armed Services Committee included a measure in
its version of the FY 2005 authorization that would permit, but not require, the
Secretary of Defense to increase total active duty end-strength by up to 30,000
through FY2009. Finaly, on June 17, by a vote of 93-4, the Senate adopted an
amendment by Senator Reed to increase FY 2005 Army active duty end-strength by
20,000.

Missile Defense

In December 2002, the White House announced a plan to deploy atest bed of
ground-based missile defense interceptors— 10 to be deployed in Alaskaand 10in
California — that would have a limited operational capability against long-range
missile attacks against the United States beginning by the end of September 2004.
That deployment plan still appears to be roughly on track, although there have been

¥ Congressional Budget Office, Military Compensation: Balancing Cash and Noncash
Benefits, January 2004.

2 John M. Donnelly, “Hunter Says He Will Pressfor Increase of 39,000 Troops Over Next
Three Years,” CQ Today, April 29, 2004.
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some changesin the proposed program in the interim. The main changeisthat only
one type of missile booster will initially be available because afire in a production
plant delayed development of a second test system. The Missile Defense Agency
been working on construction of missilesilosand support facilities and still expects
tobegin placinginterceptorsinsilosin Alaskaasearly as August, with an operational
capability by early October 2004.%

Thetest bed system will not beafull up operational missiledefense. It will rely
on aground-based missiletracking radar that wasbuilt to monitor Soviet missiletests
and that can track warheads launched from Koreaor el sewherein Asia, but that does
not look over the poles for warheads launched from the Middle East. Theradar also
does not have the degree of precision that is planned for the future. A more capable
ship-borne radar is still being developed. The interceptor warheads are also still
beingtested against variouskindsof increasingly complex targets, and the system has
not demonstrated that it is a reliable operational weapon. The avowed primary
purpose of the test bed is to be just that: a system to allow progressively more
demanding testsagainst progressively morerealistic targetsunder progressively more
realistic operating conditions. The Pentagon’ sDirector of Operational Testing, Tom
Christie, hastold Congressthat he has advocated the deployment of somekind of test
bed precisely as ameans of strengthening the rigor of the development process.

Although there has been little criticism of the decision to develop a missile
defensetest bed, per se, the White House decision to declare a system operational in
the midst of apresidential election campaign has been amatter of occasionally testy
debate in Congress.?® Some other issues may also develop. Thebigissueis cost —
onekey question iswhether the big increase in missile defense funding over the past
few years is justified or whether funds should be shifted to other priorities. A
perennial issue has been whether the Missile Defense Agency should spend less on
development of space-based systems that may be technologically risky or more on
Patriot missile batteries and other systems that may be of more immediate value to
troops in the field.

Another set of issues has to do with management of the program. There have
been repeated delays and substantial cost increases in the missile defense program
itself and, particularly, in somerelated programs, including the Space-Based Infrared
System (SBIRS)-High (run by the Air Force) and SBIRS-Low (run by the Missile
Defense Agency) and in the Airborne Laser (ABL) (another Air Force program).
Missile defense programs may be a test of whether the Pentagon's “spird
development” acquisition strategy (see below), which is designed to accelerate the
development process, may not also weaken managerial and cost controls.

21 Bradley Graham, “General Says Missile Defense Could Be Ready Soon,” Washington
Post, April 28, 2004.

22 See Statement by Thomas P. Christie Director, Operational Test and Evaluation, before
the Senate Committee on Armed Services, March 11, 2004 and Statement by Thomas P.
Christie, Director, Operational Test and Evaluation, before the House Armed Services
Committee, March 25, 2004.

2 See, for exampl e, an exchange between Rep. Ellen Tauscher and Rep. Terry Everettinthe
House Armed Services Committee hearing of March 25, 2004, cited above.
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Congressional Action. Both the House and the Senate Armed Services
Committeesgenerally supported the Administration request, though they made some
small changes (see Table A-2, below, for details). The House committee reduced
fundsfor Advanced Concepts by $50 million, for system core technologies by $30
million, for the Forward Deployable Radar (to be deployed withthe THAAD system)
by $56 million, and for interceptors, particularly for sea-based systems, by $75
million. The committee added $47 million for the Theater High Altitude Area
Defense(THAAD) program, $30 million for mid-coursedefense, and $30 millionfor
advanced technologies for THAAD and the PAC-3. The committee also required a
report on the status of the Airborne Laser, though it indicated overall support for the
program.

The Senate committee added $40 million to the ground-based mid-course
defense program to reduce devel opment risk and $90 million for 36 additional PAC-3
missiles. For details of House and Senate committee action, see Table A-2 in
Appendix A.

Missile defense funding was not an issue on the House floor, however, because
the Rules Committee refused to permit any missile defense-related amendments.
Senior Democrats complained in particular that the Rules Committee did not make
in order an amendment by Representative John Spratt, the second ranking Democrat
on the Armed Services Committee, to shift $414 million from specified missile
defense programs to military pay and benefits and to force protection programs.

The key issue in debate on the Senate floor was whether to require more
stringent operational testing of missile defense systems. On June 17, the Senate
adopted an amendment by Senator John Warner to require the Secretary of Defense
to prescribe and apply criteria for operationally redistic testing of fieldable
prototypes devel oped under the ballistic missile defense program. By adopting the
Warner amendment, the Senate rejected an amendment by Senator Jack Reed to
require the Director of Operational Test and Evaluation to prescribe and oversee
operational tests.

The House A ppropriations Committee made somewhat deeper cutsin missile
defense programs than either authorizing committees.

“Bow Waves” and “Train Wrecks”: Cost Growth
and Affordability of Major Weapons Programs

A perennial issue in defense policy is whether future defense budgets will be
large enough to finance al of the weapon acquisition programs that are in the
pipeline. There are a couple of variations on the theme.

Oneissueiswhether a“bow wave” of acquisition costswill grow unsustainable
at some point in the future. The term “bow wave’ technicaly refers to the normal
funding profile of a major program: funding is smal in the early stages of
development, climbs during engineering development, peaks during full rate
procurement, and then declines again as production winds down. When severa
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weapons programs appear likely to grow in concert, then a large collective “bow
wave’ may appear to be looming in the future.

A second issue is whether projected weapons procurement budgets are large
enough to replace aging weapons as they reach the ends of their nominal service
lives. A 1999 report by the Center for Strategic and International Studies (CSIS),
entitted The Coming Defense Train Wreck, argued that projected procurement
budgets would fall as much as 50% a year short of the amount needed to maintain a
modernized force®* That study evoked considerable controversy. Very large
variations in projected total costs could arise from minor changes in assumed rates
of cost growth from one generation of weapons to the next, in assumptions about
possible extensionsof nominal serviceliveswith upgrades, andin assumptionsabout
whether some elements of the force (such as strategic nuclear weapons) need to be
updated at all.»

Since 1999, the Congressional Budget Office has done a series of studies of
what it callsa* steady state” procurement rate (i.e., the rate at which weaponswould
have to be replaced to maintain a modernized force of agiven size) and aso of the
cumulative cost of the Pentagon’s actual weapons plans.® CBO's initia “steady
state” studies found a shortfall, but not of the magnitude CSIS projected. CBO’s
more recent studies of the affordability of the Administration plan find a potentially
substantial “cost risk” if program costs grow above what the services are now
projecting.

Cost growthinmajor weapons programsisnothing new; it has plagued planners
at least since the early days of modern systems analysis studies of defense policy in
the 1960s.#” Despite efforts to fix it, however, the problem now appears to be
recurring among most of the Defense Department’s current, most high-profile
weapons programs, including

e Air Force F/A-22 fighter: As arecent GAO report points out,?® the
development cost has grown from a 1986 Air Force estimate of
$12.6 hillion to a current estimate of $28.7 billion, the average unit
procurement cost (not including R& D) has grown from an estimated
$69 million per aircraft to $153 million, and planned procurement
has declined from an initial goal of 750 aircraft to a current Air

2 Daniel Goure and Jeffrey M. Ranney, Averting the Defense Train Wreck in the New
Millennium (Washington: Center for Strategic and International Studies, 1999).

% See Steven Kosiak, CSIS‘ Train Wreck’ 1sOff Track Backgrounder, Washington: Center
for Strategic and Budgetary Assessments, March 28, 2000.

% The most recent report is Congressional Budget Office, The Long-Term Implications of
Current Defense Plans: Detailed Update for Fiscal Year 2004, February 2004.

" For one example, see Edmund Dews et al ., Acquisition Policy Effectiveness: Department
of Defense Experience in the 1970s, RAND Corporation Report R-2516-DR& E, October
1979.

% .S. Genera Accounting Office, Tactical Aircraft: Changing Conditions Drive Need for
New F/A-22 Business Case, GAO-04-391, March 15, 2004
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Force estimate of 276 to fit within a procurement cost cap (which
GAO estimates will permit only 218 aircraft at the most recent unit
cost estimates).

e Air Force/Navy F-35 Joint Strike Fighter: Between September 30,
2003 and December 31, 2003, official DOD estimates of JSF costs,
provided to Congress in quarterly Selected Acquisition Reports,
grew by $45 hillion, from $199.7 billion to $244.8 billion, a 23%
increase.

e Space launch systems. Over the same period projected Air Force
Evolved Expendable Launch Vehicle (EELV) program costs grew
by $11.6 billion, from $20.8 billion to $32.3 billion, a56% increase.

e Missiledefense: Over the same period, estimated costs of theoverall
missile defense R&D program grew by $3.2 billion, from $62.9
billion to $66.1 billion, a 5% increase.

e Marine Corps V-22 tilt rotor aircraft: The total acquisition cost
(R&D plusprocurement) hasgrown from an estimated $32.4 million
per aircraftin 1986 to $104.9 million per aircraft currently, whilethe
planned total procurement has declined from 913 to 458 aircraft.?

e Prioryear Navy shipbuilding: Congressappropriated $1.3billionfor
cost growth in Navy ships that are now under construction in
FY2003 and another $636 million in FY2004, and the
Administration is requesting $484 million for shipbuilding cost
growth in FY 2005.

e Navy DD(X) destroyer and Littoral Combat Ship (LCS) acquisition:
The Navy estimates that it will cost about $39 billion to acquire 24
DD(X) destroyers and $14 billion to acquire about 56 LCS. Based
on historical trends, however, CBO estimates a cost of about $53
billion for the DD(X) destroyers,® while the LCS design remains
too uncertain for aternative cost estimates.

e Space-Based Infrared System-High (SBIRS-High), Spaced-Based
Infrared System-Low (SBIRS-Low), and Airborne Laser (ABL)
programs. The SBIRS-High, an Air Force-run program to develop
anew missile launch detection and tracking satellite that would be
tied into a national missile defense, has more than doubled in cost

2 Department of Defense, “ Selected Acquisition Report Summary Tables,” December 31,
2003. Unlikethe F-22 and F-35, thisis not arecent development — thelargest cost growth
in the program occurred some years ago.

% Congressional Budget Office, TransformingtheNavy’ s Surface Combatant Force, March
2003, and updated data provided to CRS on June 26, 2003. For a detailed discussion, see
CRS Report RL32109, Navy DD(X) and LCSShip Acquisition Programs. Oversight I ssues
and Options for Congress, by Ronald O’ Rourke.
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since 1995 to over $8 billion, including a $2 billion estimate
increase in 2001, and it still appears to be experiencing delays and
cost growth. Recently the Air Force confirmed reports that the cost
will grow by another $1 billion and that satellite launches will be
delayed another two years. There have been similar, though less
severe delays and cost growth in the Missile Defense Agency-run
SBIRS-Low program to develop alow-earth-orbit missile tracking
satellite. And the Air Force Airborne Laser program has been
delayed and has suffered enough cost growth that the Air Force has
decided to use available R& D fundsfor onerather than two aircraft.

e TheArmy Future Combat System (FCS): The FCS program remains
at avery early stage of development, with several differing design
alternatives still under consideration, though production is planned
to beginin 2008 with aninitial operational capability in 2010. GAO
found that 3/4 of the necessary technologies for the system were
immature when the program started and that prototypes will not be
availablefor testing until shortly before productionisplanned.® To
the extent the program design remains unstabl e, cost projectionsare
also uncertain.

Taken together, all of this suggests that the “ cost risk” CBO has warned about
appears to be an imminent prospect, and that the affordability of current weapons
modernization plansisin somedoubt. Theissuefor Congress, thisyear and perhaps
more and more pressingly in the future, is what to do about it. One possibility isto
increase defense spending, though budget deficits may make that problematic.
Another isto terminate other programsin addition to the Comanche and, earlier, the
Crusader — Senator John McCain recently mentioned the F-22.% A third is to
restructure priorities within the defense budget to find more money for weapons,
though demands to increase end-strength appear at odds with such a prospect.

Congressional Action. TheHouse and Senate Armed Services Committees
made a number of changesin major weapons programs. Among the changes, afew
stand out. The Senatecommitteetrimmed F/A-22 procurement from 24 to 22 aircraft
saving $280 million. The rationale was that the program had been delayed in any
case, so production will be slower than the Air Force had planned. Critics of the
decision argue that production capabilities will ramp back up by 2007, when the
money provided in the FY 2005 budget would actually be spent.

TheHouse committeetrimmed fundsfor two high-profileNavy programsonthe
grounds that production is beginning faster than the maturity of planned technology
and the stability of system design warrants. These programs are the Navy DD(X)
destroyer and the Navy Littoral Combat Ship (LCS). The FY 2005 request includes
funds in the R& D accounts to begin construction of the first of each of the DD(X)
and LCSships. Thecommitteesaid that productionisnot yet justified, soit trimmed

3 U.S. General Accounting Office, Defense Acquisitions: The Army’s Future Combat
Systems’ Features, Risks, and Alter natives, GAO-04-635T, April 1, 2004.

%2 Senator John McCain on Meget the Press, April 11, 2004.
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$222 millionfromthe DD(X) and $107 million fromthe LCS. Opponentsof the cuts
have argued that reductions will delay ship construction, and that old ways of
developing ships led to obsolete technology being deployed.

The committee also trimmed $245 million from the Army’s Future Combat
System development request, saying that the money was “excess to requirements.”
The committeeincluded aprovision, Section 211, requiring extensive reportson the
status of the program and mandating that specific criteriabe met before proceeding
with various stages of the development process.

TheHouse A ppropriations Committee mainly followed the House authorization
on major weapons programs, though there were some exceptions. Theappropriators
provided the full request for F/A-22 procurement and agreed with the authorizersto
eliminate funds for DD(X) construction. The committee did not agree to halt LCS
construction, however. And it cut $324 million from the Army FCS program, $79
million more than the authorization, eliminating funds for the non-line of sight
launch system (NLOS-LS), though it specifically approved continued development
of the non-line of sight cannon (NLOS-C).

Evolutionary Acquisition and Spiral Development

The Defense Department has formally adopted a new process for acquiring
weapons, which it calls evolutionary acquisition with spiral development. The goal
of the processisto accel erate the deployment of new technology to troopsinthefield
by deploying what is technologically ready and then progressively improving it as
new technology matures.

These goals appear to have pretty widespread support in Congress. Moreover,
the new acquisition policies, which the Clinton Administration had also been
considering, appear in many wayscloser to commercial practicesthat have often been
successful.** But there has also been some concern that the new procedures may
weaken managerial controls and congressional oversight.** Some programs, likethe
Littoral Combat Ship, have been started without the kind of systematic, formal
analysis of aternatives that earlier regulations required. In other cases, GAO and
others have warned that large investments are being made in programs that still
appear technologically immature, with potentially highrisk of delaysand cost growth
and with a prospect that systems will not fully meet operational requirements.®

¥ U.S. General Accounting Office, Defense Acquisitions: DOD’s Revised Policy
Emphasizes Best Practices, but More Controls Are Needed, GAO-04-53, November 10,
2003.

% See ibid. and also CRS Report RS21195, Evolutionary Acquisition and Spiral
Development in DOD Programs. Policy Issues for Congress, by Ronald O’ Rourke and
Gary J. Pagliano.

% U.S. General Accounting Office, Defense Acquisitions: Assessments of Major Weapon
Programs, GA0O-04-248, March 31, 2004.
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Military Personnel Benefits

In recent years, Congress has repeatedly enhanced personnel benefits for
uniformed personnel. Benefitsincreaseshaveincluded “ TRICARE for Life,” which
guarantees full medical coverage to Medicare-eligible military retirees, repeal of a
1986 law that reduced retirement benefitsfor new military enlistees, aphasedin plan
to fully offset off-base housing costs, increased imminent danger pay and family
separation alowances, and a one-year trial program to provide health insurance to
non-activated reservists not eligible for employer-provided insurance.

A particularly big issue in the last couple of years has been whether to permit
concurrent receipt of military retired pay and veterans disability payments. In the
FY 2003 defense authorization, Congress approved alimited plan to permit retirees
with disabilities directly related to combat to receive both retired pay and disability
benefitswithout an offset. Inthe FY 2004 defense authorization, Congress replaced
that measure with a plan to phase in concurrent receipt for retirees with a service-
connected disability of 50% or greater.

Although veterans organizations still would like full concurrent receipt for all
retirees with any degree of disability, that issue has not been amatter of much debate
thisyear. But two other personnel benefit issues have been on the agenda.

Oneissue is whether to provide medical insurance to non-deployed reservists.
Congress must decide whether to extend a provision passed last year in the FY 2004
Iraq supplemental appropriationsbill (P.L. 108-106) that permits reservists without
employer-provided health insuranceto sign up for the DOD TRICARE program that
provides health care to a military dependents provided the reservists pay a share of
the cost equivalent to what civilian federal employees pay for their health plan.
Beyond that, Senators Daschle and Graham of South Carolina have proposed a bill
to permit all reservists, whether eligible for employer-provided health insurance or
not, to sign up for TRICARE.

A second issue is whether to increase benefits provided under the military
Survivor Benefit Plan (SBP). Several Membersof Congresshave proposed measures
to reviselongstanding rulesthat reduce benefits for surviving dependents of military
retireesoncethesurvivorsreach age62. Thereductionwasoriginally enacted totake
account of survivorsbecoming eligiblefor social security benefits. Veterans groups
have long argued that the reduction is out of date, unclear to participants, and unfair
tosurvivors. (For afull discussion, see CRS Report RL31664, The Military Survivor
Benefit Plan: A Description of Its Provisions, by David Burrelli; and CRS Report
RL31663, Military Benefits for Former Spouses: Legislation and Policy Issues, by
David Burrelli.)

Congressional Action. Initsversion of the FY 2005 defense authorization,
the House included a provision that would increase Survivor Benefit Plan (SBP)
paymentsto over-62 dependentsof deceased military retireesfrom 35% of retired pay
to 55% in increments by March 2008. The Senate may consider afloor amendment
to the authorization bill to increase SBP payments aswell. Both the House and the
Senate have also taken steps in their versions of the defense authorization bill to
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provide increased access to health insurance through TRICARE for non-deployed
reservists.

A key issuein congressional action on the Survivor Benefit Plan has been how
to pay for it. The House version of the budget resolution included a provision,
Section 303, that established a“ deficit-neutral” reservefund for ameasurethat would
increase SBP payments. The measure provided that the chairman of the Budget
Committee may adjust totals in the budget resolution to accommodate an SBP
increase if the Armed Services Committee reports a bill that provides an increase
offset by cuts in other mandatory programs.

Thiswas potentially ashow-stopper. Becausethe Armed Services Committees
havejurisdiction only over alimited number of mandatory programs, mainly military
retiree pay and benefits, it normally would be difficult for the committees to come
up with offsets, though it may have been possible to offer a floor amendment that
would tap other mandatory programs or increase revenues. The Democratic
alternative budget, offered by Representative John Spratt, included a provision that
would have required the Armed Services Committee to report a measure providing
increased survivor benefitsaspart of alarger reconciliation bill making other changes
in mandatory programs and revenues, but the House rejected the Spratt alternative.

On March 11, the Senate adopted a floor amendment to its version the budget
resolution by Senator Mary Landrieu to establish a reserve fund that would raise
aggregatesin the budget resolution by $2.757 billion from FY 2005-FY 2009 to allow
for a measure, reported either by the Armed Services Committee or by the
Appropriations Committee, that would eliminate the SBP over-62 Social Security
reduction. Senator Landrieu’s amendment proposed offsetting the costs by
eliminating tax benefits to individuals and corporations that avoid United States
taxation by establishing aforeign domicileand by closing other tax |oophol esand tax
shelters.

The conference agreement on the budget resolution includes the House
provision—i.e., it would permit anincreasein SBP paymentsonly if offset by other
cuts in mandatory spending. As it turns out, however, the House Armed Services
Committee (acting before the conference agreement on the budget resolution was
completed) was able to fund a way around the potential impasse.

The solution was a by-product of committee action on Boeing KC-767 tanker
aircraft acquisition. Last year, the conference agreement on the FY 2004 defense
authorization (P.L. 108-136) included a provision that authorized the Air Force to
proceed with aprogram to lease 20 and then buy 80 aircraft. Because of the way the
provision was worded, the Congressional Budget Office (CBO) scored the measure
as a mandatory program. In its version of the FY 2005 authorization, the House
committee revised the KC-767 acquisition plan. It approved a multi-year
procurement contract for the 80 aircraft to be procured, and it authorized money in
Air Force RDT&E to develop needed aircraft modifications. CBO scores this
approach for procuring 80 aircraft as a discretionary program, so it credited the
Armed Services Committee with $14.3 billion in savings in mandatory programs
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from FY2006-FY2012.* These amounts were then available to offset the SBP
increases (and, also, to offset an increase in mandatory spending due to the
committee’ s extension of the military family housing privatization initiative).

In action on TRICARE for reservists, the House and Senate approved severd
measures.

e Both the House and the Senate Armed Services Committees
approved measures to establish demonstration projects that would
allow non-deployed reservists and their dependents to sign up for
health insurance through the TRICARE program.

e The Senate Armed Services Committee-reported version of the
defense authorization included a measure, called “TRICARE
Reserve Select,” to allow non-deployed reservists access to health
insurance for them and their dependents through the military-run
TRICARE program, provided that the full costs are paid either
through employer-employee cost sharing or if reservists cover the
full cost.

e On June 2, the Senate approved a floor amendment to the
authorization bill by Senators Tom Daschle and Lindsey Graham to
allow all non-deployed reservists to receive health insurance for
themselves and their dependents through the military TRICARE
program, with the federal government paying the employer share of
Costs.

Base Closures

In the FY 2003 defense authorization bill, Congress approved a new round of
military base closuresto be carried out in calendar year 2005. In February 2004, the
Defense Department met onerequirement of thelaw by issuing astatement of criteria
to be used in deciding which basesto close. In addition, DOD has issued guidance
to the military services on how the process of identifying bases to recommend for
closurewill beorganized. Senior Pentagon officialshave said that size of the basing
structure remains as much as 25% larger than is needed, implying that the 2005 base
closure round could be quite large.

In Congress, the 2005 base closure round has been amatter of extensive debate.
Last year, the House Armed Services Committee-reported version of the FY 2004
defense authorization bill included a provision that would have restricted the extent
of future base closures by requiring the Defense Department to maintain a base
structurelarge enough to absorb anincreasein the size of the force and redepl oyment
of forces deployed abroad to the United States. Under aveto threat from the White
House, that provision was removed from the bill in conference.

% Congressional Budget Office, “Cost Estimate: H.R. 4200 — National Defense
Authorization Act for Fiscal Year 2005 as Reported by the House Armed Services
Committee, May 14, 2004,” May 17, 2004, Table 4.
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This year, the issue is again on the agenda. Several Members of Congress
criticized the Defense Department’ s base closure criteria, mainly for not including
the cumul ative economic effect of prior base closures asafactor in deciding on new
closures. Inthepresidential campaign, Senator John Kerry has said he would prefer
to delay a new base closure round pending decisions on the size of the force and on
overseas deployments.’

Congressional Action. The House-passed version of the defense
authorization bill includes provisions that would delay the next scheduled round of
military base closures from 2005 to 2007. The measure requires a series of reports,
due between January 1, 2006, and March 15, 2006, before a new round may begin.
Thereportsit requiresinclude studies on how the Pentagon’ s Global Posture Review
of overseas deployments may affect domestic basing requirements (see below); how
force transformation will affect basing requirements; how changes in the reserve
forceswill affect basing requirements; and how surgerequirementswill affect basing
requirements. Although the committee agreed to delay base closures, it rejected an
amendment inthemarkup by Representative Gene Tayl or to eliminatethe next round
entirely.

In floor action, the full House rejected an amendment by Representative Mark
Kennedy to remove the base closure delay from the bill. The Senate, however,
rejected an amendment by Senators Trent Lott, Byron Dorgan, and others, to delay
additional domestic base closuresuntil 2007. So base closureswill be amajor issue
in House-Senate authorization conference negotiations.

Overseas Troop Deployments

After the Cold War ended, the United States reduced the number of troops
deployed overseas, especialy in Europe, but it did not relocate remaining troops
away from old Cold War forward bases. The Bush Administration has announced
that it isundertaking a Global Defense Posture Review to reconsider where and how
U.S. troops are deployed overseas.® Officials have been engaged in extensive
discussions with allies, in Europe and elsewhere, about changes in the location of
U.S. troops. One prospect is that the United States would move troops out of some
large bases in Germany and elsewhere in northern Europe and build a series of bare
bones, relatively lightly staffed bases to the south and east that could be used when
needed for operations in the Middle East and Persian Gulf.

The Administration has promised to consult with Congress on the progress of
its study and of discussions with alies. Recently, however, DOD has delayed
planned formal testimony to Congress on basing plans, saying that its plans have not
evolved enough. To date, the main interest in the issue in Congress has been from
subcommittees overseeing military construction. A potential large-scale
redeployment of U.S. troops, however, also hasprofound implicationsfor the overall

37 Jodi Wilgoren, “Kerry Calls For Halt To Work Of Base-Closing Panel,” New York Times,
March 13, 2004.

¥ U.S. Department of Defense News Transcript, “ Defense Department Background Briefing
on Global Defense Posture,” November 25, 2003.
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global capabilities of U.S. forces, for regional alliances, and for foreign policy in
general.

Army Transformation

Thenew Chief of Staff of the Army, General Peter Schoomaker, has announced
some very far-reaching changes in the organization of the Army and in Army
personnel policies. These measures are designed to make the Army more flexibleto
respond to small aswell aslarge operational requirements, and to create aforce that
is easier to deploy rapidly abroad.

One change is to increase the number of deployable combat brigades in the
active duty force from 33 to 43 by 2006 and perhaps to 48 after that. A related
change is to turn brigades rather than divisions into the basic, deployable “unit of
action” in the Army. This means giving brigades the communications, command
structures, transportation and engineering support elements, and other associated
units to allow them to operate independently of divisions and, above the division
level, corps. A third changeisto revise the personnel system so that entire unitsare
kept together for training and deployment; thisis known as unit manning, and it is
to replace the Army’ s longstanding individual replacement system.

The Army’ s reorganization plan raises a number of issues for Congress. One
is how much it will cost and how the Army will finance the reorganization. The
biggest costs may bein equipping brigadesto operateindependently. Reportedly, the
Army has estimated that the plan could cost $20 billion through FY 2011.*° Another
issue is how the plan will affect Army end-strength requirements. Army officials
want to add to the number of combat unitswithin current end-strength. But thiswill
require reassigning personnel from non-combat positions to the new brigades, and
officias have not said how many positions will be affected.* A third issueis how
the plan will affect the relationship between active duty and reserve components.
Currently, reserves are mobilized to fill out deploying active duty units. The effort
to make active duty units more rapidly deployable, therefore, has important
implicationsfor therole and structure of reserves. And, finaly, the Army hasfailed
in past efforts to use unit manning, in part because it affects how individuals meet
rotational requirementsfor promotion. Congress may be concerned about how unit
manning will affect the overall Army personnel system.

DOD’s Civilian and Uniformed Personnel Systems

Last year, Congress agreed to an Administration request to give the Secretary
of Defense very broad authority to reorganize DOD’s civilian personnel system.
DOD isnow beginning to implement changes. Some of the steps the department has

¥ Anne Plummer, “Army Chief Tells President Restructuring Force Could Cost $20
Billion,” Inside the Army, February 9, 2004.

“0 Army reform advocate Douglas MacGregor has proposed brigades of 5,000 to 6,000
troops, which would be about twice as large as the Army four-brigade-per-division plan
implies. For adiscussion see Elaine M. Grossman, “ General Unscrambles New Jargon for
Reformulated Army Divisions,” Inside the Pentagon, February 12, 2004.
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taken to date have led to disagreements with some employees and some unions —
particul arly ameasurethat would moveauthority to bargainlocally over certain work
rules to the national level. So Congress may be asked to exercise some oversight
over how the new system is being implemented. In addition, last year, Congress
considered, but ultimately did not act on amendments to the personnel proposalsto
ensure certain traditional civil service procedures. Similar measures may be
proposed this year.

Last year, the Defense Department also requested changes in severa laws
governing assignment of senior officers, but Congress did not act on the request.
Thisyear, the Pentagon has agai n submitted | egislative proposal sgiving the Secretary
of Defense more authority over senior officers. The proposalsinclude allowing the
Secretary to reassign three- and four-star generals and admirals to new positions
within the same grade without Senate confirmation, allowing senior officersto serve
up to age 72, allowing the Secretary greater flexibility to reassign officers between
the ranks one- to four-star generals and admirals, and a measure to eliminate
restrictionson thelength of serviceof military service chiefsand of the chairmanand
vice chairman of the Joint Chiefs of Staff.

Congressional Action. TheHouseversion of theauthorization bill includes
ameasure allowing the President to extend the terms of military service chiefsby up
to two years in normal circumstances or by an additional period if the total term is
not over eight yearsin time or war or national emergency. The House version also
includesmeasuresto alow anincreasein themilitary’ smandatory retirement agefor
upto 10 senior officersand ameasure repealing arequirement that no morethan 50%
of flag officers may be above the one-star level.

Easing Environmental Provisions Affecting Military Training

For the past three years, the Defense Department has proposed a number of
legislative measures, under the rubric of the Readiness and Range Preservation
Initiative, to ease the application of several environmental statutes to military
training. In the FY2003 defense authorization, Congress agreed to amend the
Migratory Bird Treaty Act as it applies to accidental injuries to birds caused by
military aircraft. Inthe FY 2004 defense authorization, Congress agreed to changes
in the Marine Mammal Protection Act and in the Endangered Species Act.

This year, the Administration has proposed somewhat revised versions of
proposals it made in prior years to amend the Clean Air Act, the Comprehensive
Environmental Response, Compensation, and Liability Act (CERCLA) and the
Resource Conservation and Recovery Act (RCRA). As DOD explains these
provisions,* they would

“1 See Department of Defense, “ Readiness and Range Preservation Initiative,” April 2004,
overview and fact sheets at [https://www.denix.osd.mil/denix/Public/Library/Sustain/
RRPI/rrpi.html].
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e Extend the allowable time to incorporate new military readiness
activitiesinto aClean Air Act State Implementation Plan when new
units are moved to an installation; and

e Clarify regulation of munitions under Comprehensive
Environmental Response, Compensation, and Liability Act
(CERCLA) and Resource Conservation and Recovery Act (RCRA)
if and only if munitions are used on an operational range and those
munitions and their associated constituents remain there.

Administration officials have said that changes were made in these proposals
to reflect particularly concerns expressed by state environmental enforcement
agencies. Butinresponseto therevised proposals, 39 states' attorneys general have
signed ajoint letter criticizing the new measures.** Representative John Dingell, the
Ranking Democrat on the House Energy and Commerce Committee, has issued a
press release and two fact sheets criticizing the Administration proposals.”®

Congressional Action. It now appearsunlikely that Congresswill consider
the Administration’s environment proposals this year. Neither the House nor the
Senate Armed Services Committees considered the proposals in action on their
versions of the defense authorization. In the House, Readiness Subcommittee
Chairman Joel Hefley said he has no plansto move apackage, and House Energy and
Commerce Committee Chairman Joe Barton said he did not intend to address the
issuesin time for House action on the defense authorization if at all.*

Development of New Nuclear Weapons

Last year, after extensive debate both in the House and in the Senate, Congress
approved ameasurein the FY 2004 defense authorization bill that repealed aFY 1994
provision that had limited research on and development of new, low-yield nuclear
weapons. In its place, Congress added a provision to prohibit engineering
development of new low-yield weapons without specific authorization by Congress
(P.L.108-136, Section 3116). Theauthorization also approved requested fundingfor
R&D on new weapons, but the final appropriations bill imposed some limitations.
In the FY 2004 energy and water development appropriations bill (H.R. 2754, P.L.
108-137), Congress provided $6 million, as requested, for the Department of
Energy’s Advanced Concepts Initiative (ACl) to study new weapons, but it
prohibited obligation of $4 million of that amount until DOE submits areport on its
plans. The bill aso trimmed funding to study a Robust Nuclear Earth Penetrator
(RNEP) warhead from the $15 million requested to $7.5 million.

2 National Association of Attorneys General, “Thirty-nine Attorneys General Express
Opposition to Legislation to Limit Department of Defense Environmental Liability,” April
19, 2004, [http://www.naag.org/issues/pdf/20040419-signon-dod.pdf].

3 Rep. John D. Dingell, Ranking Member, House Energy and Commerce Committee, “DOD
Again Seeks Environmental Exemptions Despite Its Historic Record of Contamination,”
Press Release, April 7, 2004, with two staff-prepared fact sheets.

“Mary Clare Jalonick, “Barton Says Defense Bill Will Not Include Environmental Waivers
Pentagon Seeks,” CQ Today, April 28, 2004.
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New nuclear weaponsR& D isanissuein Congressagainthisyear. Controversy
has developed, in particular, over proposed funding for the RNEP. The
Administration is requesting FY 2005 funding for the RNEP of $27.6 million, and it
projects total funding of $484.7 million over the five years from FY 2005-FY 2009.
These amounts go far beyond the total of about $45 million that the Department of
Energy said last year would be needed between FY 2003 and FY 2005 for feasibility
studies. (For full discussions of these issues, see CRS Report RL32130, Nuclear
Weapons Initiatives: Low-Yield R&D, Advanced Concepts, Earth Penetrators, Test
Readiness, by Jonathan Medalia; CRS Report RL32347, Robust Nuclear Earth
Penetrator Budget Request and Plan, FY2005-FY2009, by Jonathan Medalia; and
CRS Report RL32347, Robust Nuclear Earth Penetrator Budget Request and Plan,
FY2005-FY2009, by Jonathan Medalia) The Administration also requested $9
million for the ACI.

Congressional Action. OnApril 28, Senator Dianne Feinstein madeamajor
speech on the Senate floor criticizing Administration plansfor development of new
nuclear weapons, including the robust nuclear earth penetrator.*® She said that she
intended to propose an amendment to the defense authorization bill to apply the same
restrictions to development of the RNEP as to advanced systems — i.e., she would
reguire specific congressional authorizationfor RNEP engineering and devel opment.

In House action on the defense authorization bill, the House rejected an
amendment by Representative Ellen Tauscher to the eliminate the $36.6 million
requested for RNEP development and for the Advanced Concepts Initiative (ACI)
and to transfer the funds to other programs to defeat deeply buried and hardened
targets. On June 15, the Senate rejected an amendment by Senator Feinstein and
Senator Ted Kennedy to eliminate funds for RNEP and the ACI.

Boeing KC-767 Tanker Aircraft Acquisition

Last year, in the FY2004 defense authorization (P.L. 108-136), Congress
rejected an Air Force proposal to lease 100 Boeing 767 aircraft modified asrefueling
tankers and instead approved a plan to lease 20 aircraft and purchase 80 more. The
Defense Department has put this revised program on hold, however, pending the
outcome of several investigations. Earlier this year, a report by the Defense
Department’ sInspector General and alater Defense Science Board study both raised
guestions about the status of the program. The Defense Department has now put a
decision on whether to proceed with the program on hold, pending the results of a
formal Air Force Analysisof Alternatives(AOA), whichisnot expected until theend
of thisyear.

Congresshasal so been investigating the proposal and Senator Johnn McCain has
put a hold on approval of some Pentagon nominations because DOD has not
provided some requested documents.* Air Force Secretary Douglas Roche recently

“> Senator Diane Feinstein, “A Credibility Gap on New Nuclear Weapons,” Congressional
Record, April 28, 2004, pp. S4486-54488.

“6 Charles Aldinger, Reuters, “ Rumsfeld’ s Tough Choice On Boeing E-Mails,” Washington
(continued...)
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warned that reopening the proposals might require reviewing proposals by other
suppliers, including the European Aeronautic Defence and Space (EADS) company.

Congressional Action. The House Armed Services Committee-reported
version of the FY 2005 defense authorization included aprovision that authorizesthe
Air Forceto proceed with multi-year procurement of 80 KC-767 aircraft and another
provision that requires the Air Force to enter into a contract with Boeing to acquire
the aircraft. The multi-year authorization provision replaces (and repeal s) an earlier
authorization for multi-year procurement in the FY 2004 defense authorization, but
does not repeal an authorization in that bill for the Air Force to lease 20 aircraft,
which therefore remains in effect. The new contract for KC-767 acquisition must
signed after June 1, 2004, and must be reviewed by an independent panel established
to review theterms of the contract and determine whether the Air Force hasreceived
full and fair value. On the floor, the House approved an amendment by
Representative Norman Dicks (passed as part of a Hunter en bloc amendment) to
require that the contract be completed no later than March 1, 2005.

Senator McCain, among others, continues to oppose the KC-767 acquisition
plan, at least until the mandated studies are completed. Last year, the Senate Armed
Services Committee, on which Senator McCain serves, was the only one of the four
congressional defense committees to turn down a Defense Department
reprogramming request that would have allowed the Air Force to go ahead with its
initial proposal to lease 100 aircraft. Instead, the committee proposed the modified
lease 20-buy 80 plan that the House then agreed to in conference negotiations on the
FY 2004 authorization. Senator McCain has proposed a number of 767-related
amendment to the defense authorization bill now being considered on the Senate
floor, al of which would set conditions before funds may be obligated for the
program.

Whatever happensontheauthorizationbill, however, it remainspossiblefor the
appropriators simply to approve funding to begin the program. Both the House and
the Senate A ppropriations Committees have supported the program inthe past. This
year, the House Appropriations Committee provided $100 million for KC-767
acquisition in atransfer fund that may be used for procurement, R&D, or leasing of
the aircraft.

Buy American Act and Related Issues

Last year, the House-passed authorization bill included provisionsto strengthen
requirements that the Defense Department buy defense equipment and parts from
American companies. The Senate opposed these measures, and the issue held up
final approval of the defense authorization bill for some time. Advocates of more
stringent buy American provisions were not fully satisfied with the outcome, so the
issue was expected to come up in some form again this year. A related issue is
whether the Navy should be permitted to continue leasing some support ships from

% (...continued)
Post, March 4, 2004.
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foreign firms, or should, instead, be required to buy new ships from American
shipyards. See above for discussions of congressional action on the issue.

Congressional Action. The House Armed Services Committee did not
directly seek to strengthen “Buy American” provisionsit its version of the FY 2005
defense authorization, but it addressed the issue indirectly in a provision regarding
offsets for foreign military sales. U.S. sales of military equipment to foreign
countries often include agreements to offset part or al of the value of the sae.
Offsets may include allowing foreign suppliers to provide parts for the system,
allowing foreign companies to perform assembly operations or other parts of
production, or requiring U.S. purchases of equipment from foreign providers. The
Houseversion of theauthorization bill includesaprovisionthat would limit thevalue
of offsets as a percentage of aforeign military sales agreement to the percentage of
U.S. content now required in U.S. defense acquisition.

In the Senate, Senator Christopher Dodd has proposed an amendment to
penalize contractorsthat agreeto offsets of morethan 100% of the value of acontract
for sales of defense goods to foreign nations. Senator John McCain has submitted
several amendments to limit the application of “Buy American” requirements that
restrict defense purchases from overseas suppliers, including one to repeal Buy
American provisions in last year's defense authorization, another to allow the
Secretary of Defense to waive domestic source requirements for purchases from
certain alies, and another to allow waivers for purchases from alies in the Global
War on Terror.

Legislation
Concurrent Budget Resolution

S.Con.Res. 95 (Nickles)

An original concurrent resolution setting forth the congressional budget for the
United Statesgovernment for FY 2005 and i ncluding the appropriate budgetary levels
for fiscal years 2006 through 2009. Reported by the Senate Budget Committee
without written report, March 5, 2004. Measure laid before the Senate, March 8,
2004. Considered by the Senate, March 10-12, 2004. Agreed to in the Senate with
amendments (51-45), March 12, 2004. House struck all after the enacting clause and
inserted the provisions of H.Con.Res. 393, March 29, 2004. House requested a
conference and appointed conferees, March 30, 2004. Senate disagreed to House
amendment and appointed conferees, March 31, 2004. Conference report filed
(H.Rept. 108-498), May 19, 2004. House approved conference report (216-213),
May 19, 2004.

H.Con.Res. 393 (Nussle)

A concurrent resolution establishing the congressional budget for the United
States government for FY 2005 and setting forth appropriate budgetary levels for
fiscal years 2004 and 2006 through 2009. Reported by the House Budget Committee
(H.Rept. 108-441), March 19, 2004. Considered by the House, March 24-25, 2004.
Agreed to in the House (215-212), March 25, 2004. House inserted the provisions
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of H.Con.Res. 393 into S.Con.Res. 95 and agreed to S.Con.Res. 95, March 29, 2004.
House requested a conference, March 30, 2004.

Defense Authorization

H.R. 2400 (Hunter)

Toauthorize appropriationsfor FY 2005 for military activitiesof the Department
of Defense, to prescribe military personnel strengths for FY 2005, and for other
purposes. Marked up by the House Armed Services Committee, May 12, 2004.
Ordered to be reported by the House Armed Services Committee (H.Rept. 108-491),
May 13, 2004. Considered by the House, May 19-20, 2004. Motion to recommit
failed with instructions (202-224), May 20, 2004. Agreed to by the House (391-34),
May 20, 2004.

S. 4200 (Warner)

An origina bill to authorize appropriations for FY 2005 for military activities
of the Department of Defense, for military construction, and for defense activities of
the Department of Energy, to prescribe personnel strengthsfor suchfiscal year for the
Armed Services, and for other purposes. Marked up by the Senate Armed Services
Committee, May 6-7, 2004. Reported by the Senate Armed Services Committee
(S.Rept. 108-260), May 11, 2004. Considered in the Senate, May 17-21, June 2-4,
7, and 14-18, 21-23, 2004.

Defense Appropriations

H.R. 4613 (Lewis)

Making appropriationsfor the Department of Defensefor thefiscal year ending
September 30, 2005, and for other purposes. Reported by the House A ppropriations
Committee, June 18, 2004 (H.Rept. 108-553). Reported by the Rules Committee
with amendment, H.Res. 683 on June 21, 2004. Considered in the House, June 22,
and passed by avote of 403 to 17 on June 22, 2004.

For Additional Reading

CRS Reports

CRS Report RL32381. Adequacy of the Army’s FY2004 Funding for Operationsin
Irag.

CRS Report RL32056. The Air Force KC-767 Tanker Lease Proposal: Key Issues
For Congress.

CRS Report RS20859. Air Force Transformation.

CRS Report RS20787. Army Transformation and Modernization: Overview and
I ssues for Congress.
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Emergency Supplemental Allocations.

CRSReport RS21327. Concurrent Recelpt of Military Retirement and VA Disability
Benefits: Budgetary |ssues.

CRS Report RS21644. Defense Funding by Mission For Irag, Afghanistan, and
Homeland Security: Issues and Implications.
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CRS Report RL32238. Defense Transformation: Background and Oversight Issues
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CRS Report RS21195. Evolutionary Acquisition and Spiral Development in DOD
Programs: Policy Issues for Congress.

CRSReport RL32141. Funding for Military and Peacekeeping Operations: Recent
History and Precedents.

CRSReport RL32090. FY2004 Supplemental Appropriationsfor Irag, Afghanistan,
and the Global War on Terrorism: Military Operations & Reconstruction
Assistance.

CRS Report RL31946. Irag War: Defense Program Implications for Congress.

CRS Report RL32216. Military Base Closures: |mplementing the 2005 Round.

CRS Report RS21822. Military Base Closures: DOD’s 2005 Internal Selection
Process.

CRS Report RL30051. Military Base Closures: Agreement on a 2005 Round.

CRSReport RL31663. Military Benefitsfor Former Spouses: Legisationand Policy
| ssues.

CRSReport RS21754. Military Forces. What isthe Appropriate Szefor the United
Sates?

CRS Issue Brief IB85159. Military Retirement: Major Legislative | ssues.
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CRS Report RS21148. Military Space Programs:. Issues Concerning DOD’s SBIRS
and STSSPrograms.

CRS Report RL31664. The Military Survivor Benefit Plan: A Description of Its
Provisions.

CRS Report RL31111. Missile Defense: The Current Debate.
CRSReport RS20851. Naval Transfor mation: Background and I ssuesfor Congress.

CRS Report RL32130. Nuclear Weapon Initiatives: Low-Yield R&D, Advanced
Concepts, Earth Penetrators, Test Readiness.

CRS Report RL32347. Robust Nuclear Earth Penetrator Budget Request and Plan,
FY2005-FY2009.

CRS Report RL31406. Supplemental Appropriations for FY2002: Combating
Terrorism and Other Issues.

CRS Report RL31829. Supplemental Appropriations FY2003: Irag Conflict,
Afghanistan, Global War on Terrorism, and Homeland Security.

CRS Issue Brief 1B92115. Tactical Aircraft Modernization: |ssues for Congress.
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Appendix A: Funding Tables

Table A-1: National Defense Budget Function by Appropriations Bill,
FY2002-FY2005

(current year dollarsin millions)

FY 2002 FY 2003 FY 2004 FY 2005
Subfunction 051 — Department of Defense, Military 344,984 437,863 441,709 402,633
Defense Appropriations Bill 336,655 428,125 434,995 394,393
Military Personnel 86,957 109,062 117,713 106,346
Operation & Maintenance 133,851 178,316 168,470 141,245
Procurement 62,740 78,490 80,920 74,905
RDT&E 48,718 58,103 64,665 68,942
Revolving & Management Funds 4,389 4,154 3,227 2,955
Military Construction Appropriations Bill 10,679 10,853 9,789 9,461
Military Construction 6,631 6,670 5,956 5,289
Family Housing 4,048 4,183 3,833 4,172,
M andatory/Scoring -2,350 -1,116 -3,075 1,216
DoD Offsetting Receipts (Net) & Other -1,703 -1,178 -3,056 1,218
OMB rounding/scoring difference -647 62 -19 -2
Subfunction 053 — Atomic Ener gy Defense Activities 15,225 16,365 16,753 17,220,
Energy and Water Appropriations Bill 15,225 16,365 16,753 17,220
Atomic Energy Defense Activities 14,910 15,752 16,321 16,798
Occupational Illness Compensation Fund 157 450 273 262
Former Sites Remedial Action 140 144 139 140
Nuclear Facilities Safety Board 18 19 20 20
Subfunction 054 — Defense Related Activities 1,897 1,957 2,085 3,245
VA-HUD-Independent Agencies Appropriations Bill 95 95 94 853
US Antarctic Logistical Support Act (NSF) 70 69 68 68
Social Security Wage Credits Post 1956 Service 0 0 0 759
Selective Service System 25 26 26 26
Defense Appropriations Bill 330 359 360 508
Intelligence Community Management Staff 118 136 134 269
CIA Retirement & Disability Fund 212 223 226 239
Homeland Security Appropriations Bill 695 753 877 937
Coast Guard (Defense Related) 440 340 400 340
Emergency Preparedness and Response 50 50 50 50
R&D, Acquisition and Operations 0 363 287 407
Information Analysis & Infrastructure Protection 96 0 140 140
Homeland Security (Defense Related) 109 0 0 0
Commer ce-Justice-State Appropriations Bill 678 652 656 667
Radiation Exposure Compensation Trust 174 143 107 137
Department of Justice (Defense Related) 45 39 59 35
FBI (Defense Related) 459 470 490 495
L abor-HHS-Education Appropriations Bill 0 0 0 181
Health Care Trust Fund Post 1956 Service 0 0 0 181
Transportation-Treasury-Appropriations Bill 99 98 98 99
Maritime Security/Ready Reserve Fleet 99 98 98 99
Total National Defense 362,106 456,185 460,547 423,098

Sour ce: Department of Defense, National Defense Budget Estimates for FY2005, March 2004.
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Table A-2: Congressional Action on Missile Defense Programs
(amounts in millions of dollars)

Senate House
House Armed Appro-
Authoriza- | Changeto Services Change priations Change
Request tion Request Committee | toRequest | Committee | to Request
Procurement/RDT&E Total 10,170.7 9,993.7 -177.0 10,133.0 -37.7 9,712.8 -457.9
Procurement Total 577.2 577.2 — 667.2 +90.0 577.2 —
Patriot PAC-3 489.3 489.3 — 579.3 +90.0 489.3 —
Patriot Mods 87.9 87.9 — 87.9 — 87.9 —
RDT&E Total 9,593.5 9,416.5 -177.0 9,465.8 -127.7 9,135.6 -457.9
RDT& E Missile Defense Agency 9,146.7 8,969.7 -177.0 9,014.0 -132.7 8,688.8 -457.9
0603175C Ballistic Missile Defense Technology 204.3 208.3 +4.0 211.6 +7.3 196.3 -8.0
0603879C Advanced Concepts, Evaluations And Systems 256.2 206.2 -50.0 256.2 — 231.2 -25.0
0603881C Ballistic Missile Defense Terminal Defense Segment 937.7 984.7 +47.0 937.7 — 876.2 -61.5
0603882C Ballistic Missile Defense Midcourse Defense Segment 4,384.8 4,414.8 +30.0 4,424.8 +40.0 4,369.8 -15.0
0603883C Ballistic Missile Defense Boost Defense Segment 492.6 492.6 — 492.6 — 495.6 +3.0
0603884C Ballistic Missile Defense Sensors 592.0 541.0 -51.0 612.0 +20.0 595.0 +3.0
0603886C Ballistic Missile Defense System Interceptor 511.3 444.3 -67.0 311.3 -200.0 398.3 -113.0
0603888C Ballistic Missile Defense Test & Targets 713.7 713.7 — 713.7 — 713.7 —
0603889C Ballistic Missile Defense Products 418.6 358.6 -60.0 423.6 +5.0 388.6 -30.0
0603890C Ballistic Missile Defense Systems Core 479.8 449.8 -30.0 474.8 -5.0 310.3 -169.5
0901585C Pentagon Reservation 13.9 13.9 — 13.9 — 13.9 —
0901598C Management HQ - MDA 141.9 141.9 — 141.9 — 100.0 -41.9
RDT&E Army 360.4 360.4 — 365.4 +5.0 360.4 —
0603869A Medium Extended Air Defense System (MEADS) 264.5 264.5 — 328.7 +64.2 264.5 —
0604865A Patriot PAC-3 64.2 64.2 — — -64.2 64.2 —
0203801A Project 036 Patriot Product Improvement 317 31.7 — 36.7 +5.0 31.7 —
RDT& E Joint Staff 86.4 86.4 — 86.4 — 86.4 —
0605126J Joint Theater Air and Missile Defense (JTAMDO) 86.4 86.4 — 86.4 — 86.4 —

Sour ces: Department of Defense, Procurement Programs (P-1), Fiscal Year 2005, February 2004; Department of Defense, RDT&E Programs (R-1), Fiscal Year 2005, February 2004,
H.Rept. 108-491; S.Rept. 108-260; House Appropriations Committee.
Note: Excludes $22.3 million requested for military construction.
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Table A-3. House and Senate Action on Major Weapons Acquisition Programs: Authorization
(amounts in millions of dollars)

Request Action o
Procurement | R&D Procurement R&D Procurement R&D CEIiE TS
# $ $ # | s $ # | s $

Army Aircraft and Vehicles

UH-60 Blackhawk 27 3276 67.6 35 432.0 67.6 271 4320 67.6||[House adds $118 mn. for 8 aircraft.

CH-47 Chinook Upgrades — 727.3 12.9 — 733.8 12.9 — 727.3 12.9|| —

AH-64D Apache Longhow 19 654.5 — 19 654.5 — 19] 659.5 — ||Senate adds $5 mn. for combo pak.

Future Combat System — — | 3,198.1 — 2,952.8 — 3,198.1 ||House cuts $245 mn.

Bradley Mods/Base — | 126.8 — — 191.9 — — 126.8 — ||House adds $40 mn. to establish ongoing upgrade program and $25 mn.

Sustainment for reactive armor.

M1 Abrams Mods/Upgrades — | 409.1 16.1 — 409.1 16.1 — 409.1 16.1)| —

Stryker Interim Armored 310] 905.1 519 310 905.1 519 310 905.1 51.9| —

Vehicle

Up-Armored Humvees 818| 163.0 — — 867.7 — — 478.0 — ||House adds $704.7 mn. in emergency supplemental authorization. Senate
adds $315.0 mn. in regular bill.

Navy Vessels

DDG-51 Destroyer 3] 3,445.0( 146.5 3| 3,545.0 168.3 3] 3,445.0 146.5(| —

DD(X) 1 — | 1,450.6 — — | 1,2395 — — | 1,550.0)|House cuts $221 mn. for initial ship construction, adds $10 mn. for
advanced gun system. Senate adds $99 mn. for 2™ ship design.

LHD(1) Amphibious Ship — | 2360 - — 236.0 — —| 2360 — |-

LHD-9/LHA(R) Advance Proc. — — — — 150.0 — — 150.0 — ||House adds $150 mn. in advance procurement for items common to
LHA(R) and LHD-9. Senate adds $150 mn. for LHA(R).

Littoral Combat Ship 1 — 352.1 — — 244.4 — — 352.1||House cuts $107.7 mn. for initial ship construction.

LPD-17 Amphibious Ship 1| 966.6 9.0 1 966.6 9.0 1| 966.6 9.0|| —

Virginia-Class Submarine 1| 2,453.0] 1433 1| 2,453.0 153.3 1| 2,453.0 219.4||House adds $10 mn. in RDT&E for multi-mission modules. Senate adds
$76 mn. in RDT&E, including $56 mn. for multi-mission modules.
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Request it Acton
Procurement | R&D Procurement R&D Procurement R&D LS
# $ $ # $ $ # $ $
Air Force/Navy/Marine Air cr aft
F/A-18E/F Fighter 421 2,985.8| 134.6 42| 3,009.8 134.6 42| 2,985.8 134.6||House adds $24 mn. for reconnai ssance pods.
Bomber Development — — — — — 100.0 — — — ||House adds $100 mn.
C-17 Airlift Aircraft 14| 3,839.9] 199.7 14| 3,874.8 199.7 14| 3,839.8 199.7||House adds $35 mn. for a maintenance training system.
F-22 Fighter 24| 4,157.0| 564.5 241 4,157.0 564.5 22| 3,876.8 564.5||Senate cuts $280 mn. for 2 aircraft due to production delay.
Joint Strike Fighter (Navy) — — | 2,264.5 — — | 22645 — — | 2,279.5(|Senate adds $15 mn. for STOVL lift fan.
Joint Strike Fighter (AF) — — 12,3074 — — | 23074 — — | 23074 —
V-22 Tilt Rotor Aircraft 11] 1,234.7| 3954 11| 11,2347 3954 11| 1,234.7 3954 —
VHXX Executive Helicopter — — 777.4 — — 557.4 — — 632.4 |[House cuts $200 mn., and Senate cuts $145 mn. due to delays.
KC-767 Tanker — — — 15.0 80.0 — — — ||House adds $15 mn. for advance procurement and $80 mn. for RDT&E.
Missiles/Space Systems
Tactical Tomahawk Cruise 293| 256.2 28.8|| 350 305.8 28.8 316| 276.2 33.8||House adds $50 mn for 57 missiles. Senate adds $20 mn. for 23 missiles
Missile and $5 mn. for RDT&E.
Advanced Extremely High — 98.6| 612.0 — 133.6 612.0 — 133.6 612.0||House adds $35 mn. for advanced procurement for a 4™ satellite assuming
Frequency Satellite follow-on Transformational Satellite delay. Senate adds $35 mn. for spare
parts and long-lead items.
Evolved Expendable Launch 3] 6110 27.0 3 511.0 27.0 3| 5110 27.0{|House and Senate cut $100 mn. due to launch delay.
Vehicle
apacheBemd Infrared System- — — 508.4 — — 543.4 — — 543.3||House and Senate add $35 mn. for RDT&E.
19
Transformational — — 774.8 — — 674.8 — — 674.8||[House and Senate cut $100 mn. from RDT&E due to risk of delays.
Communicetions Satellite
Space-Based Radar — — 327.7 — — 327.7 — — 3277 —

Sources. H.Rept. 108-491; S.Rept. 108-260.
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Table A-3. House and Senate Action on Major Weapons Acquisition Programs: Appropriations

(amounts in millions of dollars)

Request Action o
Procurement | R&D Procurement R&D Procurement R&D (CEnIEnS
# $ $ # | s $ # | s $

Army Aircraft and Vehicles

UH-60 Blackhawk 27 3276 67.6 39 441.7 67.6 House adds $127 mn. for 12 aircraft.

CH-47 Chinook Upgrades — 727.3 129 — | 1,063.3 129 House adds $336 mn. as part of Army recapitalization initiative.

AH-64D Apache Longhow 19 654.5 — 19 654.5 — —

Future Combat System — — | 3,198.1 — — | 2,873.7 House cuts $324.3 mn., terminates NLOS-LS.

Bradley Mods/Base — 126.8 — — 300.8 — House adds $174 mn. for Bradley Operation Desert Storm (ODS) upgrades

Sustainment as part of Army recapitalization initiative.

M1 Abrams Mods/Upgrades — | 409.1 16.1 67 409.1 16.1 —

Stryker Interim Armored 310 905.1 51.9 — | 1,855.1 51.9 House adds $950 million to equip afull 2™ brigade.

Vehicle

Up-Armored Humvees 818| 163.0 — — 802.0 — House adds $674.3 mn. in Irag/Afghanistan emergency funds.

Navy Vessels

DDG-51 Destroyer 3| 3,445.01 146.5 3| 3,670.0 163.0 House adds $125 mn. in proc. for advance procurement for additional ship
in FY 2006 or FY 2007, $100 mn. proc. for upgrades, and $16.5 mn. in
R&D.

DD(X) 1 — | 1,450.6 1 — | 1,201.8 House cuts $221 mn. in R& D for ship construction.

LHD(1) Amphibious Ship — 236.0 — — 236.0 — —

LHD-9/LHA(R) Advance Proc. — — — — — — House does not add funds as in authorization.

Littoral Combat Ship 1 — 352.1 1 — 352.1 House adds $107 mn. to fully fund ship construction, cuts $50 mn. for
design of 2™ ship.

LPD-17 Amphibious Ship 1| 966.6 9.0 1 966.6 9.0 —

Virginia-Class Submarine 1| 2,453.0] 1433 1| 2,253.0 141.3 —
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Request it Acton
Procurement | R&D Procurement R&D Procurement R&D LS
# $ $ # $ $ # $ $
Air Force/Navy/Marine Air cr aft
F/A-18E/F Fighter 42| 2,985.8] 134.6 42| 2,985.8 136.6 —
Bomber Development — — — — — 50.0 House adds $50 mn.
C-17 Airlift Aircraft 14| 3,839.9] 199.7 15| 3,839.8 202.7 House adds $159 mn. for 1 aircraft and full funding, cuts $159 mn. for
upgrades.
F-22 Fighter 24| 4,157.0| 564.5 24 4,127.0 554.5 House cuts $30 mn. in proc. for expected manuf. cost savings.
Joint Strike Fighter (Navy) — — | 2,264.5 — — | 21685 House cuts $96 mn. due to delays.
Joint Strike Fighter (AF) — — 12,3074 — — | 21994 House cuts $108 mn. due to delays.
V-22 Tilt Rotor Aircraft 11| 1,234.7] 395.4 11| 1,234.7 344.4 House cuts $51 mn. in R&D due to delays.
VHXX Executive Helicopter — — 777.4 — — 557.4 House cuts $220 mn. due to delays.
KC-767 Tanker — — — 100.0 — House adds $100 mn. in transfer fund for proc. or R&D.
Missiles/Space Systems
Tactical Tomahawk Cruise 293 256.2 288 293 256.2 31.8 House does not follow auth. add.
Missile
Advanced Extremely High — 98.6| 612.0 — 98.6 612.0 House does not follow auth. adds.
Frequency Satellite
Evolved Expendable Launch 3] 6110 27.0 3 520.0 27.0 House cuts $91 mn. due for transfer to SBIRS-High.
Vehicle
apacheBamd Infrared System- — — | 5084 — — 599.4 House adds $91 mn. per AF request, vs. $35 mn. add in auth.
19
Transformational — — 774.8 — — 674.8 House cuts $100 mn. following auth.
Communications Satellite
Space-Based Radar — — 327.7 — — 75.0 House cuts $252.7 mn., terminating current program.

Sour ce: House Appropriations Committee.
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Appendix B: Overview of the
Administration Request

On February 2, 2004, the Administration released its FY 2005 federal budget
request. The request includes $423.1 billion in new budget authority for national
defense, of which $402.6 billion is for military activities of the Department of
Defense, $17.2 billion for atomic energy defense activities of the Department of
Energy, and $3.2 billion for defense-related activities of other agencies. The request
does not include funding for ongoing military operationsin Iraq, Afghanistan, and
elsawhere, for which Administration officials have said they expect to submit a
supplemental appropriations request early in calendar year 2005.

Table B-1 shows the Administration projection of funding for the national
defense budget function from FY 2005 through FY 2009, i ncluding requested funding
for Department of Defense military activitiesand for defense-related activities of the
Department of Energy and other agencies. It also shows the Administration’s
estimate of FY 2004 funding.

The FY 2004 amounts are not directly comparable to figures for later years,
becausethey include supplemental appropriationsfor operationsin Irag, Afghanistan,
and elsewhere, while the Administration projectionsfor FY 2005 and beyond do not.
Table B-2 shows Department of Defense funding for FY 2004 with and without
supplemental appropriations compared to the FY 2005 request.

With one exception, the Administration’s FY 2005 defense request does not
mark a dramatic departure from plans officials have presented to Congress over the
past couple of years.

The exception is the Army’s decision to terminate the Comanche helicopter
program. Otherwise, the Administration’ srequest mainly reflects ongoing trendsin
the defense budget, including

e continued growth in operation and maintenance and in military
personnel costs; and

e continued growth in afew very large weapons programs, including
the Air Force F-22 fighter, the multi-service F-35 Joint Strike
Fighter (JSF), theNavy' sDD(X) destroyer and Littoral Combat Ship
(LCS) programs, the Army’ s Future Combat System, and, largest of
all, missile defense.
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Table B-1: National Defense Budget Function, FY2004-FY2009,
Administration Projection
(budget authority in billions of dollars)

Estimate| Request Proj. Proj. Proj. Proj.
FY2004 [ FY2005| FY2006| FY2007| FY2008| FY2009
Military Personnel 117.7 106.3 110.9 114.7 118.4 1221
Operation & Maintenance 168.5 141.2 146.8 151.8 156.9 164.6
Procurement 80.9 74.9 80.4 90.6 105.1 114.0
RDT&E 64.7 68.9 71.0 70.7 71.6 70.7
Military Construction 6.0 53 8.8 12.1 10.8 10.2
Family Housing 3.8 4.2 4.6 45 3.6 35
Other 0.2 17 11 0.5 0.2 3.7
Subtotal, Department of 4417 402.6 423.7 444.9 466.8 488.9
Defense
Department of Energy, 16.8 17.2 18.1 17.6 16.7 16.9
Defense-Related
Other Agency Defense- 21 3.2 2.3 2.3 24 2.4
Related
Total, National Defense 460.5 423.1 444.0 464.8 485.8 508.2

Source: Office of Management and Budget, Historical Tables: Budget of the United States
Government for FY2005, Feb. 2004; Department of Defense, National Defense Budget Estimates for

FY2005, Mar. 2004.

Table B-2: Department of Defense Budget, FY2004-FY2005,

With and Without FY2004 Supplemental Funding

(budget authority in billions of dollars)

FY 2004-

FY 2005

FY 2004 FY 2004 Change

With FY2004 | Without Without

Supple- Supple- Supple- FY 2005 Supple-

mental mental mental Request mental

Military Personnel 117.7 17.8 99.9 106.3 +6.4
Operation & Maintenance 168.5 40.3 128.2* 141.2 +13.0
Procurement 80.9 55 75.4 74.9 -0.5
RDT&E 64.7 0.3 64.3 68.9 +4.6
Military Construction 6.0 0.5 55 5.3 -0.2
Family Housing 3.8 0.0 3.8 4.2 +0.4
Other 0.2 0.6 -0.5 17 +2.2
TOTAL 441.7 65.1 376.6 402.6 +26.0

Sour ces. Department of Defense, Financial Summary Tables, FY2005 Budget, February 2004.

*Note: The FY 2004 total shown for Operation and Maintenance (O&M) includes an offsetting
rescission of $3.5 billion. Without the rescission, the total for O&M, not including supplemental
funding, is $131.7 billion, which is the total of programmatic funding available to DOD, and which
ismost comparableto the $141.2 billion requested for O& M in FY 2005. The FY 2004 figures shown

include total offsetting rescissions of $6.1 billion.
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Comanche Termination

On February 23, two weeks after the budget was rel eased, the Army announced
adecision to terminate devel opment of the Comanche helicopter and to shift budget
savingsinto other Army aviation programs. In all, the Army spent about $8 billion
on the Comanche prior to FY 2005 and estimated that its plan to acquire 650 aircraft
through FY 2014 would cost an additional $29 billion. Halting the programwill save
about $1.2 billion in FY 2005, $8.9 billion from FY 2005-FY 2009, and, according to
Army officids, $14.6 billion from FY2005-FY 2011, minus termination costs
estimated at $450-$680 million. Army officials said they would realocate al of
these funds to other Army helicopter, missile, and unmanned aerial vehicle (UAV)
programs. On March 3, 2004, the White House submitted a budget amendment that
shifts FY 2005 Comanche funds to other Army programs.

Continued Growth in Operation and Maintenance
and in Military Personnel Costs

AsTableB-2, above, shows, the Defense Department’ sFY 2005 budget i sabout
$26 billion higher than the baseline FY2004 budget (i.e.,, excluding FY 2004
supplemental funding). Of that increase, $6.4 billion is for military personnel and
$13.0 billion for operation and maintenance (O&M). The O&M increase is a bit
overstated because the FY 2004 base reflects a $3.5 billion rescission in FY 2003
emergency supplemental funds. But even after adjusting for the FY 2004 rescission,
over 70% of the requested DOD increase between FY 2004 and FY 2005 is for
personnel and O& M.

Operation and Maintenance Costs Trends. For O&M, thisisnot anew
story. AsFigureB-1 shows, after adjusting for inflation and for changesin the size
of theforce, total operation and maintenance funding has grown at avery steady rate
of just over 2.5% per year above inflation ever since the end of the Korean War.
Many things explain the trend: (1) the steadily growing cost of operating and
mai ntai ning new generations of more capabl e and sophisticated weapons; (2) efforts
to improve the extent and quality of military training; (3) efforts to ensure that the
quality of lifein the military keeps up with the quality of lifein the civilian sector as
themilitary has shifted to an all volunteer, older, more commonly married, and more
skilled force (thisis reflected, among other things in growing health care costs and
in expenditures to operate facilities); and (4) modest but steady real growth in the
compensation of DOD civilian personnel, most of whom are paid with O& M funds.
The cost of maintaining aging equipment in recent years does not appear to be major
factor.’

Over theyears, the Defense Department has perennially tried to slow thegrowth
of O&M costs. Efficiency measures — including base closures, outsourcing,
business process reforms, and attempts in the acquisition process to improve
weapons reliability — may have had some effect, but not enough to slow the long-
term trend perceptibly. Experience during the Clinton Administration may be an

“" For a detailed analysis, see Congressional Budget Office, The Effects of Aging on the
Costs of Operating and Maintaining Military Equipment, August 2001.
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object lesson. Pentagon officials often projected that O&M costs would level off.
When they did not, more money had to be found to make up O&M shortfalls,
sometimes at the expense of procurement accounts and at other timesfrom increases
in the defense total. For its part, the Bush Administration has built into its budgets
an expectation that O& M costs will continue to rise.

Figure B-1: Operation and Maintenance Budget

Authority Per Active Duty Troop, FY 1955-FY 2009
(Constant FY2005 dollars)
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Recent Rapid Growth in Military Personnel Costs. Military personnel
costs have also grown over time, particularly since the inception of the all volunteer
forcein 1973. Until FY 2000, the rate of growth was relatively modest. Beginning
with the FY 2000 defense hills, however, Congress, sometimes at the Pentagon’s
request and sometimes not, has approved a series of increases in military pay and
benefits that have driven up personnel costs dramatically. These increases include

e Annua military pay raises pegged at 0.5% above the “ employment
cost index,” ameasure of pay ratesin the civilian sector;

e “Pay table reform” which gave larger, often substantial, pay raises
to targeted mid-level personnel in an effort to ensure retention of
skilled people;

e Repeal of a 1986 measure, known as “REDUX,” that had reduced
retirement benefits for personnel entering the force after that time;

e A plantoreduceout-of-pocket housing costsfor personnel living of f
base by increasing housing alowances enough to eliminate
differences with on-base housing; and

e Most expensive of al, in the FY2001 defense authorization, a
measure known as “TRICARE for Life" to provide full health care
benefits to over-65 military retirees.

Figure B-2 shows the trend in total military personnel funding, adjusting for
inflation and for changesin the size of theforce, indexed to 1973, thefirst year of the
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all-volunteer force.® By this measure, uniformed military personnel are 30% more
expensive in FY 2005 than in FY 1999. While the rate of growth may level off over
the next few years, annual pay raises and other changesin benefits start from amuch
higher base than just afew years ago, and very high personnel costs are afact of life
in long-term military budget planning.

Figure B-2: Military Personnel Budget Authority

Per Active Duty Troop, FY 1973-FY 2009
(Constant FY2005 dollars using CPI-W indexed to FY1973)

150

140 —
s MilPers/Troop Index

1973 = 100

130 —

120 —

110 —

100

90 —

80 FrTrrrrr1r 11T T T T T T T T T T T T T T T T T T T T T T TTTTl
1975 1980 1985 1990 1995 2000 2005

Growth of Large Acquisition Programs

Compared to the FY 2000 defense budget — the last full budget approved
without subsequent supplemental funding during the Clinton Administration — the
Bush Administration’s FY 2005 request reflects a substantial increase in funding for
major weapons acquisition programs. Over the five year period, without adjusting
for inflation, weapons procurement is about 36% higher, and, strikingly, research,
development, test, and evaluation (RDT&E) is 78% higher (see Table B-3).

Although these increases are going to finance acquisition of a broad range of
weapons programs, avery large part of the growth isfor just afew programs, many
still inthe R&D stage. Table B-3 showstrendsin funding for seven selected major
weapons acquisition programs from FY 2000 through FY 2005 (note that figuresin
this table are not adjusted for inflation). These seven programs alone account for
34% of the increase in the RDT&E title between FY 2000 and FY 2005 and 35% of
the increase in weapons procurement. These and a few other large programs will
continue to dominate the acquisition part of the defense budget for the next several
years.

“8 CRS calculations, using DOD data on Military Personnel funding and end-strength and
adjusted for inflation using the CPI-W. The CPI-W is used rather than DOD deflators
because DOD deflators simply count pay raises asinflation. The measure used heretracks
changesin military personnel pay and benefitsrelative toinflation for typical wageearners.



CRS-65

Table B-3: Increases in Funding for Selected
Acquisition Programs, FY2000-FY2005
(budget authority in millions of current year dollars)

FY2000] FY2001| FY2002|] FY2003( FY2004] FY2005

Missile Defense

Procurement 50 389 754 756 818 577
RDT&E 4,455 4,929 6,946 6,801 8,163 9,594
Total 4,505 5,318 7,700 7,557 8,981 10,171
Joint Strike Fighter/F-35
RDT&E
Navy 238 341 725 1,662 2,159 2,265
Air Force 249 341 720 1,613 2,093 2,307,
Tota 438 682 1,445 3,274 4,252 4,572
F-22 Raptor
Procurement (#) [0] [10] [13] [21] [22] [24]
Procurement ($) 566 2,537 3,031 4,461 4,115 4,157
RDT&E 2,239 1,412 877 909 929 565
Total 2,805 3,948 3,908 5,370 5,043 4,722

DD(X) Destroyer
Procurement (%) — — — — — —
RDT&E 161 288 490 916 1,089 1,451

Tota 161 288 490 916 1,089 1,451
Littoral Combat Ship (LCYS)
Procurement (%) — — — — — —

RDT&E — — — 35 166 244,
Total — — — 35 166 244

Interim Armored Vehicles/Stryker

Procurement (#) [0] [447] [300] [282] [306] [310]

Procurement ($) 22 928 653 780 983 905

RDT&E 15 257 98 150 61 52
Total 37 1,185 751 930 1,043 957,

Future Combat System
Procurement (%) — — — — — —

RDT&E 12 75 129 370 1,684 3,198
Total 12 75 129 370 1,684 3,198

Total for 7 Programs

Procurement ($) 876 4,195 5,164 7,658 8,075 7,904

RDT&E 7,131 7,302 9,260 10,795 14,183 17,410
Total 8,007 11,497 14,424 18,453 22,258 25,314

Total Acquisition Budget

Procurement ($) 54,972 62,608 62,739 78,495 80,920 74,904

RDT&E 38,707 41,595 48,713 58,103 64,665 68,942
Total 93,679 104,203| 111,452 136,598| 145,585| 143,846

Sour ces: Department of Defense, Program Acquisition Costs by Major Weapon System, annual
editions for FY 2002-FY 2005; Department of Defense, RDT&E Program Descriptive Summaries,
various years and service volumes; Department of Defense, Procurement Programs (P-1), various
years.



CRS-66

From a budgeting perspective, thisis also nothing new. The growing cost of
major weapons programs aso drove budgets higher in the past. Much of the
increased spending during the defense buildup of the first four years of the Reagan
Administration went to pay for procurement of weapons that began development in
the early 1970s as the war in Vietnam was winding down. Similarly, much of the
increase in the early years of the George W. Bush Administration is going to carry
on weapons programs which were started some years ago. Almost al of these
programshave experienced significant cost growth and schedul edel ays, which raises
somequestionsabout thelong-term affordability of current weaponsplans(seebel ow
for amore extensive discussion).
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Appendix C: Defense Budget Trends

Evenwithout supplemental funding for Irag and Afghanistan, the FY 2005 Bush
Administration defense request represents a substantial increase from the amounts
provided in the final years of the Clinton Administration. Table C-1 compares the
FY2000 defense plan, which was the last full budget year of the previous
Administrationwiththe FY 2005 request. Adjusted for inflation, theoverall FY 2005
request is about 23% higher, with the largest increases in procurement, +28%, and,
most strikingly, in R&D, +66%. This represents an average annual growth rate of
3.7% above inflation over the five-year period.

Table C-1: Change in National Defense Budget Function by
Appropriations Title, FY2000-FY2005
(budget authority in billions of constant FY 2005 dollars)

Actual
FY 2000 Request Per cent
(FY 2005 $) FY2005°| Difference| Difference
Military Personnel® 88.9 106.3 +17.5 +19.7%
Operation and Maintenance 1245 141.2 +16.8 +13.5%
Procurement 58.6 74.9 +16.3 +27.8%
RDT&E 41.6 68.9 +27.3 +65.7%
Military Construction 55 53 -0.2 -4.1%
Family Housing 3.8 4.2 +0.4 +10.1%
Other 5.9 1.7 -4.2 -70.7%
Subtotal, Department of Defense 328.8 402.6 +73.8 +22.5%
Department of Energy Defense-Related 141 17.2 +3.1 +22.3%
Other Defense-Related 14 3.2 +1.9 +138.3%
Total, National defense 344.2 423.1 +78.9 +22.9%

Sources: CRS calculations based on amounts from the Office of Management and Budget and
FY 2005 base year deflators from the Department of Defense.

Notes

a. FY 2005 amountsdo not include anticipated supplemental appropriationsfor Iraqand Afghanistan.

b. The FY 2000 Military Personnel total isinflated to FY 2005 prices using Department of Defense
“deflators,” which count military pay raisesasinflation. A calculation using different deflators,
such as the Consumer Price Index, would show a different amount: see Figure 2 above.

Though substantial, these increases are not as large those in the first five years
of the Reagan Administration. Between FY 1980 and FY 1985, the defense budget
grew by 48%, an average annual increase of 8.1%. Moreover, even when funding for
operationsin Iraq and Afghanistan isincluded, military spending remainsrelatively
low as a percentage of GDP. The FY 2004 budget, including costs of Iraq and
Afghanistan is about 4% of GDP, substantially higher than in FY 2000, but well
below what it was in the mid-1980s, when the Cold War was still going on (see
Figure C-1).
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Figure C-1: National Defense Outlays
% of GDP, FY 1947-FY 2009
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Advocatesof higher military spending sometimespoint to thelong-term decline
in defense as a share of the economy to argue that the nation can easily afford more.
One counter-argument, or at least part of a counter-argument, is that the trend in
defense spending is part of abroader long-term trend in the federal budget, inwhich
both defense and non-defense di scretionary spending have declined whilemandatory
programs have grown. As Figure C-2 shows, total federal spending has been
remarkably stable at about 20% of GDP over the past 40 years. S0 to increase
defense substantially as a share of the economy would require either an increasein
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After FY 2005, the Administration defense plan, again not including war-rel ated
supplementals, callsfor fairly modest increasesin the defense budget averaging abit

over 2% per year above inflation. Table C-2 shows the trend.

Table C-2: Administration Projections for the

National Defense Budget Function, FY2005-FY2009

(budget authority in billions of current and constant FY 2005 dollars)

Request Proj. Proj. Proj. Proj.
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Current year dollars 423.1 444.0 464.8 485.8 508.2
Constant FY 2005 dollars 423.1 433.7 443.0 451.5 460.5
Real growth/decline — +2.5% +2.1% +1.9% +2.0%)

Source: CRS calculations using deflators from Department of Defense Comptroller.



