Ronald Reagan Presidential Library
Digital Library Collections

This i1s a PDF of a folder from our textual collections.

WHORM Subject File Code: FI004
ID Numbers: 038200-038699

To see more digitized collections visit:
https://reaganlibrary.gov/archives/digital-library

To see all Ronald Reagan Presidential Library inventories visit:
https://reaganlibrary.gov/document-collection

Contact a reference archivist at: reagan.library@nara.gov

Citation Guidelines: https://reaganlibrary.gov/citing

National Archives Catalogue: https://catalog.archives.gov/



https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/

WITHDRAWAL SHEET
Ronald Reagan Library

Collection: WHORM SUBIJECT FILES Archivist: kdb/bcb
File Folder: F1 004 038230 Date 4/19/99
1. letter Sarah Parker to RR, 1p. 6/8/81 FoPe—
136
)t/ /Z/ oo
RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)} Freedom of Information Act - [5 U.S.C. $52(b]]
P-1 Nationat security classified information [(a)(1) of the PRA]. F1

P-2
pP.3
P4
P5

P-6

C.

Relating to appointment to Federal office [(a)(2) of the PRA].

Release would violate a Federal statute [(a)(3) of the PRA).

Rel would disclose trade ets or confidential corr ial or fi ial infe i
[(a)(4) of the PRA].

Release would disciose fid | advice bet the President and his advi: , Of
between such advisars [(a)(5) of the PRA}.

Release would constitute a clearly di ion of p | privacy [(a)(6) of

the PRA],

Closed in accordance with restrictions contained in donor’s deed of gift.

National security classified information [(b)(1) of the FOIA].

F-2 Release could disclose intemal personnet rules and practices of an agency [(b)(2) of the
FOIA].

F-3 Release would violate a Federal statue [(b)(S) of the FOIA]

F-4 Release would disclose trade of ial of i ial inf
{(b)(4) of the FOIA].

F-6 Release would constitute a clearly unwamranted invasion of personal privacy [(b)(6) of the
FOIA].

F-7 Release wouid disclose information compiled for law enforcement purposes [(b)(7) of
the FOIA].

F-8 Release would disclose information conceming the regulation of financial institutions
[(2)(8) of the FOIA].

F-9 Rel would disclose geological or geophysical inf jon co ing wells [(b)(8) of

the FOIA].



WITHDRAWAL SHEET
Ronald Reagan Library

DOCUMENT
NO. AND TYPE SUBJECT/TITLE DATE RESTRICTION
1. schedule Max L. Friedersdorf to Gregory J. Newell, re meeting with 7/25/81 PS5~
proposal congressman Jim Jones (partial of p. 1) N ¢
(038338) curs!
COLLECTION:
WHORM: Subject File cas
FILE LOCATION:
FI 004 Budget - Appropriations (038338) 3/22/94
RESTRICTION CODES
Presidential ﬁecords Act - [44 U.S.C. 2204(a}] Freedom of Information Act - {5 U.S.C. 552(b}}
P-1 National security classified information [(a){1} of the PRA]. F-2 Release could disclose internal personne! rules and practices of
P-2 Relating to appointment to Federal office [(a){2) of the PRAI. an agency [(b}{(2) of the FOIA].
P-3 Release would violate a Federal statute [{a){3) of the PRAI. F-7 Release would disclose information compiled for law enforcement
P-4 Release would disclose trade secrets or confidential commercial purposes [(b}{7) of the FOIA].
or financial information [(a){4) of the PRAI. F-8 Release would disclose information concerning the regulation of
P-5 Release would disclose confidential advice between the President financial institutions [{b}{8) of the FOIA].
and his advisors, or between such advisors [{a){5) of the PRA. F-9 Release would disclose geological or geophysical information
P-6 Release would constitute a clearly unwarranted invasion of concerning wells [(b)(9) ot the FOIA].
personal privacy [{(a}{6) of the PRA]. C. Closed in accordance with restrictions contained in donor’s deed

of gift.






RECORDS MANAGEMENT ONLY

CLASSIFICATION SECTION

Media: Z— Individual Codes: Z Z& __________

SubjectCades: WE 005 FEL
LPL 0/0.02 [fz L/l
JL 830/ . _

No. of Additional
Correspondents:

Prime —
Subject Code: /f:i— Q_C?;_L-__

PRESIDENTIAL REPLY
Code Date Comment Form
c_ _ Time: P-
DSP Time: Media:
SIGNATURE CODES:
MEDIA CODES:
CPn - Presidential Correspcndence
n-0 - Unknown : B - Box/package
n -1 - Ronaid Wilson Reagan C - Copy
n -2 - Ronald Reagan D - Official document
n-3 - Ron G - Message
n-4 - Dutch H - Handcarried
n-5 - Ron Reagan L - Letter
n- 8 - Ronald M- Mailgram
n-7 - Ronnie 0 - Memo
P - Photo
CLn - First Lady's Correspondence R - Report
n-1 - Nancy Reagan S - Sealed
n-2 - Nancy ‘1; ;e:eg'r‘am
-3 - Mrs. Ronald R - Telephone
n-3 3. Ronald Reagan X - Miscellaneous
Y - Study

CBn

n-
-2 - Ron - Nancy

n

- Presidential & First Lady's Correspondence

1 - Ronald Reagan - Nancy Reagan












RONALD W. REAGAN LIBRARY

THIS FORM MARKS THE FILE LOCATION OF ITEM NUMBER

WITHDRAWAL SHEET AT THE FRONT OF THIS FOLDER.

LISTED ON THE




subjects Senlor Centers and especlally the Zating Together Program

1. 1o new bulldings should be built for Senlor Centers with Federal
funding, Cloged or nartlially utilized schoolg, YLICA, YIHA, JCC or
libararies or other public buildingzs, churches, etc. Qnould suffice.
Ho federal funds snould be utilized to pay rent for Senior Centers
housged 1n storeg or other private bulldings. There arc nlenty of
vacant or partially vacant schools,

2, Wighten up Federal funds (I helieve 1% 1g Title % funds) which
apna renulf ig a "free Tor all." Senlor Centers secure these funds
for procurement of furniture and eculpment (gome of which 1s not
essential), and poscibly for personnel galaries,

3. The W.V. Senlor Center, 04172 Reigt .,Belbw“ore city, pays
exorbitant rent for a gtore and just rented an additional store.

There are too many pald jobs for Senlor Centers, also from City and
Counties and thelr gtaffs. Insnectors are continually monitorins

whe Eating Together prosram~--not only 1 inspecto“ but two or three at
a time visit one site. The H.VW. Senlor Center nas 9 or 10 salaried
emplovees one of whom ig an 80 year old man, (2 LﬂTA einO“ees viere

dis isced receatl‘) One Jlaring area 1z 2 program called "Life Support,

to which a2 galaried employee 1g acsigned, who gets a Tew genior citizen
volunteers to 7o and vigli patienvs in nursing homes once a weel or
every other veek. The paid e:ployee geldom goes To the nursing home,
and the senlor volunteers visit mostly relatives and friendg which
they would normally do en way. <“hisg pro-ram, 1f coniinued, should
not have a galaried employee for ezch Center - plenty of volunteers
allable, Also many Senlor Centers havea salarlied ennloyee for
"Inforaation and Referral"- I doubt whether thcre are one or tTwo peorle

a week geeking information., This could be accouplished by the approvriate

city or county department or various charitable organizations such as
Assoclated Charities etc. There 1s an abundance of geniorg who can
and went to do volunteer work and the, are greatly under-utilized in
favor of pald employees,

4, The "Eating Together" prosram should he eliminated completely for
the following reasgonst

(a) Apnrox 1mately 20% or more of the people are middle clasg or
above (financlally qreuhlnb, some of whom arrive 1n expensgive
nev autvonoblles) & can well airford to buy food ond prerare
it at home (also h,nv of the 3

stores and caterersg offer cooked
food for reagonable Dwices for one or tvwo people and thig food
only hag %o be heated). The remeining 20% (or legs) of the
people can get asslisgiance frow the various charities and
organizations viiieh they are already doing amyway includling
food gtampg.

(b) The mealg cosgt our govermment well over $2.00 each. Ilowever,
the sgugcoested contribution ig only 504 and sone well-to-do
peonle put in only 754, And fTor the month of September 19860
veople were told to nut in onl; 1+ per meal ! Also, on ¢r1J“V~
tvwo %aos of food (annroximate value 572,00) Eor the weel-end
were glven out to each persoil xltnouu cnarse (recently dig-
contimied until winter).
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(c) The Contract for the wuealg was not gwarded to the lowegt
bidder who had provided ercellent meals, but to gomeone else
who bid %40,000 more (article in local newgpaper) and mogt
of the mealg are poor.

(d) Practically speeiking, elderly people do not require thesge
hemvy luﬂcne and nmarny are putiting on too much welgsnt and
getting ~ick from overeating. In the City sites, second
helpinge are often given and all the leli-over Tood is
throvin out (oer orders from neudcuaLte_u) in the trach,

Vie diglike eeelng costly food wagted., The County sites

sell ine second helplngg for 504 and I hear that they sell
trays to take home nogsibly Tor the ill - I'm not sure about
(,.__L._n.

5. e are Senlor citizens and strongly feel (as do marny, nmany

others) that too much Federal Zunds are belng svent for Senior

Centers and for gsalaried Jobs within these Centerg, (also lor City

and County levels), ag well as for Turniture and etulpment and
egspeclally for the Lating Yogether program. e senlors have lived

our lives, #“hese funds could be more effectively utilized Ffor tralning
and Jobs for young npeople who need a start in life, Thig would algo
serve a two-fold purposes congtructive utilization of ;oung peonle

and eliminate crime,












The Senate Appropriations Subcommittee on Energy and Water
Development will be marking this week. DOE is appealing
these decisions. The DOD supports the DOE position and is
sending a letter to Senator Hatfield. We also support
restoring the $300 million to DOE's defense programs budget.
Attached at Tab A is a letter that you may wish to send to
Senators Hatfield and Tower, expressing our support also.
The letter does not address the reductions that were also
made by the House Subcommittee to the non-defense programs
portion of the DOE's budget.

Attachment
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Dear Mr. Chairman:

I would like to take this opportunity to express our
concern with the recommendation of the House Appropriations
Subcommittee on Energy and Water Development to reduce the
Department of Energy's (DOE) defense programs budget by
approximately $300 million.

The proposed funding cuts for production will delay
delivery of several strategic (MX missile, air-launched
cruise missile) and theater/tactical (155mm artillery fired
atomic projectile, ground-launched cruise missile) warheads
by at least one year. These warhead delivery schedules, if
slipped, would seriously impact our national defense posture.

The proposed funding cuts for capital equipment,
construction and restoration will delay by at least one year
the essential refurbishment and restoration of the DOE's
weapons activities and materials production facilities.

This six year program, to restore the nuclear weapons
facilities which had been allowed to deteriorate during the
1970's, was strongly recommended by the joint DOD/DOE Long
Range Resource Planning Group ("Starbird Study") one year

ago.
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Department of Energy's (DOE) defense programs budget by
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Range Resource Planning Group ("Starbird Study") one year

ago.



Additionally, the reductions in the stockpile improvement
program will delay achieving the necessary safety improvements
for the systems involved.

In summary, we request your support for the Defense
Program activities of the Department of Energy as contained in
the President's budget submission.

Sincerely,

Max Friedersdorf

The Honorable John G. Tower

Chairman, Committee on Armed Services
United States Senate

Washington, D.C. 20510
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NATIONAL SECURITY COUNCIL

ACTION July 20, 1981
MEMORANDUM FOR RICHARD V. ALLEN ‘:S

THROUGH: ROBERT SCHWEITZER L

FROM: SYDELL GOLD 4

SUBJECT: Department of Energy's (DOE) Defense

Programs Budget

The House Appropriations Subcommittee on Energy and
Water Development has reduced the President's budget
of $5 billion for the DOE's defense programs budget by
about $300 million.

The Senate Appropriations Subcommittee on Energy and
Water Development will be giving their mark this week.
DOE is appealing the House's cuts, and is supported 1in
this by DOD.

At Tab I is a memo from you to Max Friedersdorf explaining
the cuts and their consequences, and requesting that he
weigh in with our support to restore these funds to DOE.
Other DOE non-defense programs were also cut, but are not
addressed here. At Tab A is a suggested letter from
Friedersdorf to Senators Hatfield and Tower requesting
that the Senate subcommittee restore the funds.

RECOMMENDATION
That you sign the?memo at Tab I to Friedersdorf.
Approve \/@ ’\\M\ Disapprove
Attachments
Tab I Memo from Richard Allen to Max Friedersdorf
A Draft Letter from Friedersdorf to

Senators Hatfield and Tower
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", - :Scptember 16, 1981

;Dcar bcn-

i& Oon behalf of tho Prcsident, I would lire to thank you for
s -your September 1 letter ragarding the defense budget and
the proposals of the House Rcfcarch Commxttee 8 ‘ask Force
on Dcfense. “};' S .
Aa you know, the Administration iz cloeely exarining tho
- budget in an effort to identify arcas which should be
-~ trimmed or cut; and we appreciated recelving the timely
presentation of your views in this regard. You may be
assured that your suggestions have becn ghared with the
‘appropriate staff members, and that they will be given
most carcful consiacration.--

Once more, thank you for your intorest in writing and
forwarding the report of the Task Force on Defensec.

With;cordial_regarg, 1 am

ff~; Sincerely,

R

# 0" . Vmax L. Priedersdorf

- i: .- ~Assistant to the President
- The Honorable Benjamin A;iqilman.: .
; ~. ' . House of Representatives ...
‘o~ .- .".+ - Washington, D.C. 20515 .~ .
e ty N :.:":.-."..v "':”-'; Al_.::"‘-‘. :,‘; . >" ‘ ." N E . ,-‘: - ’
! 7w/co of/}nc to Jonna Lynn Cullen - OMB - FYI -
<y . w/copy of“inc to’ ‘Joni Stevens.'- for DIRECT follow-up
““1 §gsponse,’1f di/ped necesigry by DOD
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BENJAMIN A, GILMAN COMMITTLSS:
" £6rH DigTmicT, Nxw Yorx - POST OFFICE AND CiVIL SERVICE

SUBCOMMITTELS:
QOMMITTCLA: POSTAL PERSONNEL AND

R Congress of the United States Wb st

AND TRADE Houge of Repregentatives : USMA BOARD OF VISITORS

INTER-AMERICAN AFFAIRS

SELECT COMMITTEE ON wan’bingwn, ND.E. 20515

NARCOTICS ABUSE AND
September 1, 1981

CONTROL

The President
The White House
Washington, D.C.

Dear Mr. President:

As you seek to overcome the projected increased budget
deficit for 1982, I urge you to consider moderating the size of
the defense budget.

I have joined with a number of my colleagues in calling
to the attention of the Secretary of Defense the proposals of
the House Republican Research Committee's Task Force on Defense,
which suggest that the Pentagon could save as much as $25 billion
by reducing fraud, waste, and abuse, by restructuring the
procurement process, and by making selective programmatic
reductions and trade-offs. I am enclosing a copy of that report
for your information.

While I do support an increased defense effort, I believe
that we can do much for our Nation's security by more
effectively managing defense spending to bring about greater
economies.

Having supported the Reconciliation bill and the Latta-Gramm
Budget Resolution, I forsee difficulties in making additional,
substantial cuts in domestic programs at this time. With only
modest changes in defense spending, we can avoid any impact on
our national security and at the same time we can avoid a divisive
national confict over the fate of non-defense programs.

Sj rely, 2;

BEN N A. GILMAN
Member of Congress

With best wishes,

BAG:hw

|

\

\ PLEASE REPLY TO:

} WASHINGTON OF FICK: DISTRICT oF 7iCH: DISTRICTY OFFICK:

| 2180 Ravsurn BuUILDING 44 EAsT Averue DISTRICT OFFICK: 223 RouTE 59

‘ WasuinaTon, D.C. 20518 MipoLarown, Now Yorx 10940 Nzwsunan, New Yoax 123530 Monsey, Nrw Yorx 10932
| Teixrrone (202) 223-3776 D TrLirreong: (P14) 343-6868 D TrLzrvont, (914) 565-8400 TaLrron: (914) I57-2000
|



1616 LHOB, WASHINGTON, D.C. 20515 TELEPHONE NO. 202/225.0871 =—————

EDWARD R. MADIGAN . ROBERT H. MICHEL WILLIAM L. O CONNER, )0

Chairman Minority Leader Eaecutive Dircctor
Ex-Off o0

April 7, 1981

TASK FORCE ON DEFENSE

Bob Badham Guy Cook
Chairman _ Director

CAN THE PENTAGON SAVE MONEY?

Executive Summary:

This study was performed in light of the Administration's efforts to
search out ways to limit federal spending.

It concludes that there are numerous ways for the Defense Department
to reduce expenses, without limiting military muscle.

There are no easy solutions or quick-fixes in the Pentagons effort
to save money, but there are many avenues in which spending cuts should
be pursued.

Savings amounting to as much as $25 billion in Pentagon spending can
occur in three main areas:

1. Programmatic Reductions and Trade-0ffs;
2. A Reduction in Waste, Fraud and Abuse;
3. A Restructuring of the Procurement Process.

The Defense Department, in order to be fully effective in their waste

reduction efforts, should abandon present piecemeal approaches which concen-

trate on only one aspect of spending at a time. The recommendations contained
in this paper outline an effective program to reduce unnecessary expenditures

without limiting real military power.



months or years after interest in a particular idea has subsided. The
pattern is complete when the same problem is re-examined and identical
"new" studies or proposals are sent on their way to be studied again.
;ﬁtﬁ_ng recnmmendations for improving logistics management policies and
_”' iites are a good examp]e of this pattern: GAO originally proposed a
1 urr'of‘suggest1ons in 1977 that would have consolidated or streamlined
1og1st1cs management. In August 1980, GAO again suggested that their
recommendations be acted upon after they received stalled or negative
responses from DOD on the proposals. Presently (March 1981), DOD is
re-examining these logistics suggestions in another attempt to do what
should have been done three or four years previously.

The Reagan budget cuts have highlighted the.need to examine every
Department for fat - including DOD. The fact that the Defense Department
can trim expenses is well established. The remainder of this study is
designed with this in mind, in order to give both specific and general
examples and recommendations where the Defense Department can further its
savings program.

I. Programmatic Reductions

Although Secretary Weinberger has identified where some "belt tightening"
can take place, opportunities for far more extensive reductions presently
exist. These are programs or practices which can be eliminated without
affecting military readiness. A few diverse examples of programs or areas
which should be examined for cuts are:

A) The Public Affairs Department, budgeted for over $25
- million, with over 300 people in the Pentagon and
another 1,200 throughout the country;

B) DOD spends over $410 million on audiovisual production,
duplication, equipment and supplies in over 1,070 audio-
visual facilities;

C) Maintenance for golf courses, bowling alleys and other
special recreational facilities runs at over $300 million
annually;

p) The military often retains unneeded personnel after their
support functions have been ended or transferred; and

E) Excess travel expenses are estimated at about $50 million
annually.

These are several examples where a systematic and fair review by DOD could
result in millions of dollars of savings. The House Appropriations Committee
cited 46 similar examples and this year will produce a new listing. Singular
reduction, or elimination of this type of program would result in relatively
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The wheels of the 1981 Congressional budget and appropriations process
have started to turn, bringing to the forefront of public consciousness
several concerns in regards to our national defense: first, there is a
growing awareness about the need for America to “"rearm itself" and ancillary
to this, there is a fear that along with increased funding for military programs
comes additional waste and bureaucracy in the Pentagon and branch services.

It should come as no surprise that Congress and the public are interested
in ways the Pentagon can cut down on waste. Examples of wasteful defense
spending are well documented, and it has been difficult to read a major news-
paper in recent months without noticing stories which 1ist ways in which the
Department of Defense (DOD) has spent friviously.

The General Accounting Office (GAO), the Congressional Budget Office .(CBO),
the Defense Auditing Service (DAS), the Defense Contract Audit Agency (DCAA) and
the House Appropriations Committee have all published recent reports identifying
military programs and practices in need of revision. In many cases DOD has
attempted to implement the cost-cutting measures recommended in these reports.

In fact, DOD is consistently commended for being "better" than any other govern-
ment department in the implementation of cost-cutting procedures. Former
Comptroller General Eimer Staats recently commented that DOD is "very responsive"
to GAO recommendations, more so than other Departments.

Secretary Weinberger has committed himself to cutting fat from the defense
budget. He is presently examining and attempting to use 15 cost-reduction
measures which Staats says will save "at least $4 billion over the next four
years and more probably $10 billion". Mr. Staats also stated that savings of
$3.5 billion could be realized in 1982 under his proposals. Secretary Weinberger
has already promised $4.5 billion worth of reductions, with $3.2 billion marked
for fiscal years 1981-1982. These savings are to be made through an upgrading
of the procurement process, lower pay raises for civilian personnel, realignment
of the logistics structure and termination of programs which are marginal or
excessively costly. The Administration is also predicting further reductions
(approximately $2.7 billion) attributed to reduced inflation estimates.

There remains however, a large body of evidence which states that like
other parts of the Government bureaucracy, the Defense Department is wasting
substantial amounts of money. It is interesting to note that, if the total
dollar amount of savings suggested by the GAO, CBO and House Appropriations
Committee are compiled, DOD conservatively would be able to cut expenses by at
least $25 billion over the next several years.

Implementation of cost saving measures in any organization as highly
structured as the military is not an easy proposition. Often cost cutting
recommendations at DOD follow a distressingly similar pattern, which leads to
28 reduction in the proposal's effectiveness. This pattern involves the initia-
tion of a money-saving proposal - often originating in the legislative branch
of government - which is passed on to DOD. The office of the Secretary then
directs it to a specific branch or department of the service, where the proposal
is studied, or partially implemented. This process can take several years,
during which the idea is tested and many times disregarded as unworkable. In
that case, the recommendation is shelved, or in some cases resurfaces in Congress
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small savings.

be saved.

-4 -

If a number of cuts were adopted,

substantial amounts would

There are some examples where close.scrutiny in politically sensitive

zaPeas reveal the need for reform:

the reduction of military bases and the

419

cgnsplidation of logistics and transportation activities between the services
-dte4wo examples. For instance, in March, 1979, DOD examined a proposal to
restructure 157 military installations and achVities. If these suggestions
were pursued (and allowed by Congress), total savings over the next five
years are estimated at about $455 million. Additional interservice research
; . and development (R&D) cooperation would also be beneficial. The JSSAP

] Program (vhere R & D for small arms by the different services was comb1ned)
is one successful example. :

Programs designated for personnel retention should be examined for their.
effectiveness. Educational programs should be looked at to determine what
they contribute to individual retention as well as to the status of the military.
For instance, the military pays graduate school education tuition costs for
full-time training of military officers to obtain skills "which are already
in excess” in the defense establishment. Other civilians are trained unnecessar
when hired for positions where they already have sufficient skill to perform
their jobs. Limiting required drill for civilian lawyers, clerks, truck drivers
and other personnel whose skills do not demand special military training could
amount to as much as $500 million per annum.

Hundreds of programmatic cost suggestions have been made during the last
several years. It is not unreasonable to assume that an application of some
of these proposals would result in significant cost reductions or trade-offs.
Certainly, in this fiscally conservative administration, programmatic examina-
tions of this sort should take place. General Edward Meyer, Army Chief of Staff,
has stated that the DOD is going to have to develop "a more ruthless priority
system which will cut programs which are clearly not going to be affordable or
which contribute only marginally”. Dr. William Perry, Under Secretary of Defense
for Research and Development has also supported this rationale, stating, "If we
can't afford to do all the programs, then instead of doing them poorly, we
should pick out the high priority ones and do them effectively,...and just
painfully give up the other ones”. This line of reasoning also applies to the
procurement process as well. :

One ramification of better program allocation is that, if unnecessary
programs are eliminated, personnel and resources used for these programs are
made available. In a military establishment attempting to increase manpower
and personnel retention, the advantages of additional personnel, along with an

. increased cash flow are obvious.

It is essential, however, that a careful review of proposed cuts be under
taken. A quick-fix approach in response to political pressure can result in
additional expenditures, or unwanted regulations. For instance, indiscriminate
travel cuts could result in deterring essential activities such as training
missions to implement the deployment of radar-planes or other equipmrent to our
allies.




II. Fraud, Waste and Abuse

Finding and eliminating "fraud, waste and abuse" from the military complex
is not an easy proposition. This is in part because fraud and abuse, by nature,
cannot be totally eliminated. "One man'c waste", says former Defense Secretary
Harold Brown, "is another man's job." Although some waste in an organization as
big as the U.S. military seems inevitable, DOD can attempt to hold the level of
waste to a minimum.

To actually accomplish this will involve some day-to-day, common-sense
decisions by managers who are able to cut waste off at its roots. Economic
decisions are made by people at all levels of DOD continually. If cost
considerations were made a high priority for these decision makers, savings
would result. Decisions of this sort are numerous, and they involve most
aspects of military life: Anything from the locations of spare parts to the
method of garbage collection can be affected by cost-conscious judgement.

‘In a military that spends an estimated $3 billion a year just on moving
people from one station to another, there is little doubt that raising the
cost-consciousness of personnel will have a significant impact. Individual
Judgements should be encouraged in relation to the cutting of waste in day-to-day
activities. For instance, urging proper care and storage of equipment would
result in longer life for material, as well as spending restrictions. An in-depth
determination of the usefulness of informational contracts, studies and analyses
awarded by DOD could also result in savings due to sensible decision-making
($125 million is estimated to have been spent in 1979 on “unsolicited and
unnecessary" consu]ting‘contracts). Finally, a reallocation of paid overtime
to civilian employees in areas where regular man hours could be better utilized
is another worthwhile, cost-reducing techn1que, which can be brought about by
common-sense dec1s1ons

It is 1mposs1b1e to get precise figures as to how much fraud and abuse
exists in the Pentagon. However, experts have estimated that millions, if not
billions of dollars are lost each year due to this form of waste. Although
efforts are being made to cut this down, losses continue at enormous rates.

Examples of fraud are numerous, as documented by GAO or DOD audit reports.
One case involved a single DOD employee who falsified more than 3,300 forms,
thus embezzling $1.8 million in medical funds. Reports of kickbacks and payoffs
in the military Exchange Service are also common, often because they are
accepted by exchange personnel as being normal.

Efforts to slow fraud in the armed services can be bolstered in several
ways: First, present efforts to root out corruption should be increased and
cases should be prosecuted. Programs like the Justice Department's Federal
Task Force corruption investigation should be furthered and expanded. Inventory
controls should be tightened to assure additional accountability. GAQ recommends
that exchanges "take a more active and systematic approach to combat fraud and
to improve the overall system for management procurement". These procedures
would undoubtedly make it more difficult for fraud and theft to occur. Second,
individuals should be encouraged to report waste and fraud whenever possible.
The present fiscal environment, with defense spending on the rise, focuses
thoughts on how to spend money. Personnel could be spurred to save with
incentives to awaken military fiscal austerity, resulting in a leaner DOD.




I11. Procuremeht and Financial Cost Reductions

~ The Defense Department's procurement process is a gigantic, complex
procedure which is badly in need of revision. Substantial savings can be
realized by the implementation of incentives for both DOD and its contractors.
These incentives should take the form of carrot and stick which can spur
capital investment, better planning and more efficient production.

Secretary Weinberger has directed Deputy Secretary Frank Carlucci to
review the military's aquisition process in order to examine and apply some
of the fantastic economies which are possible in procurement. A number of
suggestions are already being put into effect by the Reagan Administration,
including some multi-year contracting and accelerated delivery time goals
for hardware and civilian services. The military Departments have estimated
that "upwards of $15 billion can be saved over the next five years by multi-
year procurement” and other efficiency oriented measures. These estimates
give some idea of the enormous potential for savings which lies in an overhaul
of procurement practices.

The problems with the present system are manifold, ranging from program
change cost overruns, to long lead-times for materials and finished products.
Inflation, lack of production incentives and poor planning all contribute to
the skyrocketing costs of weapons design and production. The Pentagon recently
stated that the price of 47 major defense procurement programs increased 547.5
billion in the last quarter of 1980. The cost of the M-1 tank program jumped
from $13 billion to $19 billion during this period, and the Army's new armored
personnel carrier increased from $7.8 billion to $13.1 billion.

The LHA amphibious assault ship is a good example of certain deficiencies
in the procurement process. According to Admiral E.P. Travers, the LHA "is a
class of ships which in their delivered condition required some significant
corrections". Over 100 modifications were necessary, including putting in
additional air compressors, increasing crew spaces, replacing obsolete non-repair-
able electronics and the replacement of the automatic propulsion control system.
The specifications of the ship at the time the contract was awarded "“appeared"
to meet the needs of the Navy. After the delivery of the ship, it was found
to be non-functional, escalating the total cost from $836.5 million for nine
ships, to $1.6 billion for five ships. The Navy cancelled four LHAs in 1972,
costing the government $109.7 million. Other examples of waste and mismanage-
ment in procurement programs are numerous, with the Trident submarine becoming
the latest on the 1list.

Problems of this sort are not easily solved. It seems apparent, however,
that contractors, managers and purchasers all stand to gain from efficiency
inducements, brought about by additional procurement incentives.

Many experts feel that both DOD purchasers and contractors should receive
encouragement for improved contracts by way of a restructured contracting system.
Such a system might involve:

A) Removal or raising of the $5 million cancellation ceiling,
presently used to "insure" losses incurred by contractors
when the government reneges or cancels on a contract. A
$50 or $100 million ceiling is much more realistic and
would encourage additional contract bidders. This would

also foster DOD program stability.



Allowing multi-year contractual arrangements, as well
as some full funding for established programs where
cost effective.

The implementation of a two-year budget cycle, rather
than the present one-year cy:le. Aside from reduced
administration, this would encourage longer range
contractual planning and arrangements in 11eu of the
present short-run system.

Reduce requlation and complexity of contracts. A
review of the dollar clauses and general provisions

of the Davis-Bacon Act, Services Contract Act, labor
surplus area program, Vincent-Trammel and equal opportu-
nity regulations would yield a reduced amount of paper-
viork and increase the level of competition for contracts
by attracting additional bidders. A review of the DOD
program review board's procedures could also prove
fruitful. A revision of production specifications

"could be useful ferreting out unneeded provisions (one

shipbuilder estimates that over two-thirds of the price
of some Navy ships is due to government specifications,

many of which may be unnecessary.

Remove mid-year contract start barriers, allowing DOD to
fund new programs as they are approved by the Secretary
of  Defense.

Make attempts, wherever feasible, to expand competition
for contracts. Presently, about 45% of DOD contracts are
sole source, causing auditors to state that they are not

‘sure if contractors or subcontractors are collecting

excessive profits, or doing work as efficiently as they
could. Additional competition should be introduced in
proposals for development as well as production. The
introduction of competition often reduces procurement
costs by 25%. Competition can be increased by additional
bidder cost analyses in DOD and through increased adverti-
sing of contracts.

Insure that experienced managers are in charge of weapons
development and procurement - and give them latitude to

- operate. Giving managers room to move is vitally important,

as it enables them to choose the most cost-effective alter-
natives for contracts. Managers should be encouraged to
establish good working relationships with contractors,

which will help avoid misunderstandings and cut off potential
trouble spots before they arrive. The tendency to over-
correct the process can be partially avoided with an
upgrading of management authority.




Another type of cost-cutting incentive is to assign clear-cut responsi-

- bilities for a procurement program. Thomas V. Jones, Chairman of Northrop
Corp., has stated that if contracts were more binding on both sides, important
economigs could be achieved. One way to do this is to deliniate more managerial
respons1bi]ity within DOD. Another is to buy insurance from contractors for
the1r wqumanship and against overruns. Also, the practice of holding corpora-
tions liable for poor workmanship should be further pursued. These measures may

initially drive prices up, but longterm expenditures might well be diminished
by:encouraginy higher performance.

DOD negotiators should attempt to tap contractor considerations,
besides the standard profit motive when searching for and contracting
possible contract bidders. Factors such as a firm's survival, prestige,
future commercial application, diversification, research and development
and market share are all considered by corporations and can be utilized
by negotiators when awarding and pricing contracts. Setting up contract’
negotiations which appeal to these corporate motivations can attract more
bidders and reduce contract costs.

>

Additional carrots and sticks should be given and applied to auditors
and program managers. First, there should be incentives for managers to
save money. As it now stands, if a manager cuts expenses on a program,
Congress will cut the program budget the following year. This, along with
insufficient means for managers to express programmatic difficulties,
combine to discourage cost-consciousness.

It is desirable to develop this cost-consciousness not only in the
managerial departments of DOD, but throughout the organization. The
number of internal and contract auditors should be increased, but only at
a cost-effective rate that can be handled by the departments and agencies.
(Pouring in large numbers of new auditors would only increase the bureau-
cratic muddle. An increase of 5 or 10% in the auditing force would be
beneficial, given the tremendous return on dollars spent that the auditors
provide).

Proposals which might over-consolidate or expand auditing and inspecting
should be carefully examined. Adding another "waste killing" layer of \
bureaucracy to DOD may well cut down on the actual effectiveness of waste
cutting mechanisms already in place. Specifically, efforts to create an
Inspector General's office and to eliminate the autonomy of the DCAA should
be reviewed for effectiveness, before they are pushed into place.

IV. Overall Considerations

. There have been a number of recent studies and statements that examine
overall problems facing our national defense. These problems often intersect
with strategies to cut wastful spending in the military, and thus should be
mentioned.

Consistently, one pervasive thrust of these statements is that strong
leadership and guidance in every branch of the government and within the
military will reduce wasted DOD spending. This will be a result of more
defined goals and military objectives.
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General E.C. Meyer has articulated this in no uncertain terms. He
stated that the adequacy of the defense budget should revolve around whether
it meets the military/foreign policy objectives of the Administration: "It
seems a much more logical way for the Secretary of Defense to respond to
Congress, the President and, ultimately, the people of the U.S." General
Meyers pointed out that in the past, a lack of coherent, clear national policy
led to a lack of priorities. This results in unnecessary defense spending.

Former Air Force pilot Franklin C. Spinney, who is now an analyst in the
Pentagon's Program Analysis and Evaluation section agrees with this assessment:

“...the establishment of program discipline is fundamentally

a leadership challenge. Management gimmicks have been tried
and they do not work. Moreover, management gimmicks (e.g.,
zero-based budgeting, Blue Ribbon Panels, Defense Resources
Board, etc.) have the effect of a placebo rather than a cure --
in effect they contribute to the problem by conveying the
false impression of a solution. What is required is leader-
ship that can make real national defense take precedence over
"the component interests involved in defense." .

Others in the military feel that money could be saved if the budgeting
and appropriations process where changed. Air Force Maj. Gen. John Chain,
Director of Operations and Readiness, describes the system as follows:

"Is the Air Force happy with the (budget) cycle? No. Can

it be improved? Absolutely! Is it fun to start with a zero-
base every year and rack up a hundred billion dollars worth
of requirements and then cut them down in half and submit
that Tist and watch it be chopped up, and come back and argue
with and fight and go over it all with 0SD, then through OMB,
and ‘then over to Congress? No! 1It's a terrible way to have
to do business - and the man-hours that it eats up? If you
want to save money, eliminate that and let us know how many
dollars we're going to have and let us build a program."

Finally it should be noted that waste also occurs in military spending
due to parochial pressures and attempts by the government to use the defense -
acquisition process for the implementation of social and economic policies.
Former Secretary of Defense Brown has asserted that "lots of money" is wasted
each year because Congress voted funds for unwanted weapons and governors and
mayors lobbied for uneconomical projects.

In addition, "Buy American" and balance of payment considerations, along
with other social procurement policies tend to raise acquisition prices. Thomas
E. Harvey, Former Deputy Assistant Secretary of the Army (Acquisiton), states
that:

"Throughout this process an intangible cost is incurred in
that citizens, unaware of the social policies being furthered
through the procurement process, lose respect for the process
and for the government as a whole as they observe the govern-
ment purchasing items at higher than the lowest possible cost
for the purpose of furthering these social goals."




B
\

- 10 -

Complicated considerations must be taken into account then, as the DOD's
search -for-ways_to save money cont1nues

- et =

isbursements. Limiting these expenses is not an easy matter, but with the

///»—\\_ In conclusion, there are many ways for the Pentagon to reduce unnecessary
d

\

\

utilization of a carefully considered plan, reductions can take place, without
affecting military readiness or capabilities. An overall strategy should be
developed which considers programmatic reductions; waste, fraud and abuse; and

a restructuring of the procurement process. In addition, cooperation with and
from the Congress and Administration is necessary for developing a comprehensive
spending reduction strategy. If such an effort is successful, the ensuing
monetary savings, as much as $25 billion, will benéfit the Pentagon and furthor
the Administration's fiscal austerity p]an as well.
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Sentember 11, 1581

Dear Can:

On behalf of the Presidert, I would like to thank vou for
vour Senterher 2 letter, cosigned by four of vour colleanues,
regarding the fiscal year 1982 request for defense snendina,

As yvou know, the Administration is closely examining the
hudaet in an effort to identify areas which shoulé be
trimmed or cut; and we aprreciated receiving your views

and offer of suvport in this regard, You mav be assured
that vour concerns have heen shared with the appronriate
staff menbers, and that your suggestions will be given noat
careful consideration. ¥®We lonk forward to working with you
in this important watter,

with cordial regard, I am

~

Sincerelyv,

Max L, Priedersdorf
Assistant to the President

The Honorahle Rarold €, fHollenbheck
House of Representatives
Wwashington, ND.C. 20515

MLF:CMP:KIR:1lex(5)

cc: w/copy of inc to Joni Stevens - for DIRECT reply if deemed
necessary by DOD

cc: w/copy of inc to Jonna Lynn Cullen - OMB - FYI

WH RECORDS MANAGEMENT HAS RETAINED ORIGINAL
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The Honorable Edwin Neese III

Counsellor to The President

The White House 038580
Washington, D.C.

-

Deary Fr. !eese,

The primary goal of the Women's Bureau, Department of
Labor, is to improve the economic status of women. This has
been true since the bureau was founded in 1920. This would
seen tec be a goal worthy of all Americans in these times, as
well, in view of the economic uncertainties.

Because I feel confident that you and President Reagan
support these goals, I am bringing to your attention a situation
in the San Francisco Women's Bureau that threatens to collapse
the work of thre bureau, If budget cuts are carried out as
planned, the Women's Bureau in San Francisco will e virtually
shut down,

Here is the situations The effects of propcsed cuts
will have a magnified outcome on the bureau because it is
staffed by women working on a part-time basis. The irony
is that the women voluntarily reduced their former full-time
positions to half-time to demonstrate job-sharing. Apparent=-
ly, due to an oversight, there was no "ceiling" placed on
these part-time positions . Let we add, these women are
highly cualified career administrators decicated to getting
women off welfare and into the work force so they can be
economically independent.

I sincerely hope you will take an interest in this
unfortunate situation, a concern of many women in the bay
area.,

Sincerely,

J
gy,
Peggg' innett

- F.3. Bob sends his regards.
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