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DWG:  Good morning, everyone.  We’re trying, as you can see, a new location for this gathering this morning.  I hope it works out well because we may use it again.

Mr. Under Secretary, thank you very much for taking time out of what I know is a very busy schedule to meet with Defense Writers Group members today.  You’re just back from a trip and I want to start by asking you about that.  But I’m also going to use the advantage that there’s a transcript being made of this, to just do 30-seconds of propaganda, and I’m really addressing public affairs officers of the United States Navy.
We’re very, very honored to have the number two civilian in the Navy structure here taking time to talk to us today.  It is the first time big Navy has been represented since I’ve had the Army to start managing the Defense Writers Group just over a year ago.

We would very much like to have other officials from the Navy to follow you, and we hope you’ll come again next year.  We think it’s a very useful forum because there are a lot of different places to talk to the public, but this one allows reporters to really, well, to ask the questions they want to ask and follow up on them.  And it’s enormously useful to the press to be able to do that.  I think that builds relationships and understanding in the public and among the press.  It’s very useful for the Navy, in my view.
There are a lot of other places you can give speeches, but this is a sort of dedicated event where the press are the hosts, in effect, and I think it’s valuable.

That’s my propaganda speech, really addressed to, Scott, to your colleagues to say please make use of this very, I think, useful forum, and thank you for doing so today.

Sir, you’re just back from a trip to, and I’m going to have to read the list here -- 

Under Secretary Modly:  Do you mind before we start if we just go around and have people introduce themselves?  I don’t know everybody by name.

DWG:  Sure.

[Introductions].

DWG:  You visited the Pacific Fleet in Hawaii, you’ve been to 
Kiribati, New Guinea --
Under Secretary Modly:  I learned that that’s pronounced Kiribas [phonetic].

DWG:  Okay.  That’s useful.

Under Secretary Modly:  You learn something every day.

DWG:  Vanuatu, Fiji, Micronesia, Guam.  Some of these places are famous for the battles that were fought on the terrain.

Under Secretary Modly:  Yes.

DWG:  Let me open up the questions by asking you about the trip.  What was your overall impression?  What are some of the issues that the Navy faces that you’re dealing with and were talking about on the trip?  Was the growth of China’s Blue Sea Navy one of them?

Under Secretary Modly:  Just a little context.  Secretary Mattis asked someone from the Navy, a senior representative, to go out to the Pacific as part of the second line of effort of the National Defense Strategy, which is focusing and refocusing on our partnerships and alliances around the world, particularly in the maritime space.  And so Secretary Spencer and I discussed it, and he asked if I would go, and I was more than happy to do that.  I’d never been out to that region before, even though I’d spent some time on active duty in the Navy.  It was my first time out to Pacific Fleet and Hawaii.  In my business career I’d spent a little bit of time in Japan, Australia, New Zealand and Singapore, but not to any of the Pacific Islands.
So from a historical perspective it was an eye-opener to see these places that I had read about and studied a little bit, to see them first-hand.  But also to understand the context in which our Pacific strategy is now being laid into.

So some of my sort of wave-top observations of the trip.  One, just the tremendous sacrifices that this country has made in that area.  There wasn’t an island I went to where I don’t think where American lives were not lost in the Pacific War.  That was sobering.

But also, I guess the second larger observation is just the vastness of the region, which is matched by sort of the vastness of the issues and the challenges that we have in trying to keep it secure.

The overarching theme that I got from the government officials that I met with there was the paramount value of freedom of navigation, protection of their economic zones.  These island nations are 80 percent, their economic zones are 80 percent water.  And they’re very very far-flung.  It makes you wonder how they actually are able to govern some of these places, but they do.  And they’re also very, very clear in terms of their desire to maintain strong relationships with the United States.

A lot of these nations we developed very close partnerships with over the last, particular during the Cold War era after the Pacific War, World War II, and we’re no longer the only major super power operating in that area now.  So we’re facing some challenges from other nations, but we still have strong partnerships with the Australians and the Kiwis as well.

And so I guess from my perspective it’s critical that we reinforce those partnerships, that we look for opportunities where we can help these nations.  Many of them are developing nations with trying to invest in infrastructure and in education and to build prosperity for their people.  Many of them are very small.  Some of them 100,000 to 200,000 people in the whole nation.  Flung across thousands of miles of ocean.  So some poverty that we saw there.

But I guess the overarching impression was that they are very, very interested in maintaining strong relationships with the United States. 
So to the extent that I can bring that message back and that the Navy can play a role in that, I will be promoting that.

DWG:  China?

Under Secretary Modly:  Well, China is becoming much more assertive in the region, there’s no question.  They’re looking for a variety of different creative ways to expand their influence.  And they’re making investments both with respect to investments that are tied to loans as well as grants in these various areas.  Largely around infrastructure is what we saw.  So a combination of extending runways in certain countries, building buildings in certain countries, building conference centers, things like that.

But it was pretty apparent that they’re there and they have an interest in being there over the long term.

DWG:  Could you just cover the crash of the sea landing?  What extent, I gather you --

Under Secretary Modly:  That was an interesting set of coincidences.  Our airplane actually experienced some issues as well.  We had some problems on the ground in Fiji that delayed us in Fiji.  Then we got to Micronesia and we were on the main island of Micronesia which is [Ponpe], and we were going to go over to Chuuk which is one of the other main islands there.  What ended up happening was an Air Niugini flight landed short of the runway which fouled the runway, which kept us from being able to go there.  But there were four critically injured passengers, and they had no ability to get them out of there to a higher level of care.  So we offered our airplane to go over there and land.  We were about to go do that and then the Coast Guard sent a C-130 from Hawaii that went in and took them out.  So we never got into Chuuk.
But by coincidence, or not by coincidence, it’s part of the presence we have there, we had a team of Navy divers that were on Chuuk helping with some government projects there, and because they were there they actually were able to be first responders and we kept them there to actually do the dive for the black boxes.

DWG:  Otto?
DWG:  Mr. Secretary, the Marine Corps is very focused on the fact that if we had a major problem in the Pacific we’d have to, in his words, fight to get to the fight.  The Marine Corps is looking at ways that they can help the Navy fight its way through into the A2AD, we kind of no longer like that term, particularly the CNO.  But anyway.  Fight through the resistance, you know, the defenses to get to it.
Are there any plans to beef up the amphibs, either retrofit arms on the existing Gators, and maybe build weapons into the new LPD Block 2 that’s coming out, you know, so the Marines can actually help the Navy fight the naval battle?

Under Secretary Modly:  Without getting into specifics about that, I would say that we’re looking at increasing lethality in every platform that we have because the point that you made about having to fight our way into the fight, I think that’s relevant everywhere.  We’ve experienced a long period of history where we’ve been able to essentially go into theater and fight without having to do that.  Sort of being able to bring our carriers very close to shore in various theaters of operation that we’ve been operating in the last 17 years, and actually even before that, in the Gulf War in the ‘90s where we haven’t had to face that.

I think we’re looking at every avenue we can to increase the lethality of our platforms and be able to be effective getting out troops and Marines to where they need to be.
I think for us, the fight is an away game for us, particularly in the Pacific theater.  So that’s another reason why not just with respect to expanding the lethality of the platforms we have.  That’s why the partnerships and alliances are so critical to the success of the strategy.  Because we not only need to be able to fight, we need to have places where we can resupply, that we can mount aircraft operations and that’s what those islands are critical to helping us do.

DWG:  Would the distributed lethality include the amphibs?

Under Secretary Modly:  Yes, I would say, yeah, we’re looking at all options in that area.  And I’d refer you to the Marine Corps if you want any more specifics on that.  I’m happy to set you up with someone there.

DWG:  Jasmine?

DWG:  Is the Navy seeking any concrete steps to try to add margin to the schedule of the Columbia Class program?

Under Secretary Modly:  That’s another question that I would defer to the folks that are in the acquisition community in terms of what they’re doing on the Columbia Class.  The Columbia Class is our highest priority in our acquisition, in our current acquisition program.  Just because it’s critical to the nuclear triad and has broad strategic implications for us.

So they are constantly looking at the schedule and ensuring that we stay on schedule and within cost on that program.

DWG:  Well, from your perspective, are you worried about that at all.  To my understanding, there’s not a lot of room for error.
Under Secretary Modly:  We’re concerned, obviously, because it’s so critical to us, but I don’t think that anyone’s panicking about it.  I think we do feel like we’ll be able to get that under control.

DWG:  Jim?

DWG:  Thanks for doing this.  I’d just like to go back to your trip again a little bit.

Under Secretary Modly:  Sure.

DWG:  None of those nations out there really have a Navy per se.  Some of them have rudimentary coast guards, I guess.  But there are millions of square miles of territory.  Did they ask you, do they want more freedom of navigation patrols by the U.S. Navy?  Do they want more presence by the Navy or the Marine Corps?  Some of the stuff could be done by aircraft.  Do they want more presence of the United States?
Under Secretary Modly:  All of them asked for ship visits.  I will say that.  And whether that’s just for the symbolism of it or for the economic benefit of it when troops come ashore, or just for the opportunity to develop relationships.  All of them ask for that.

I know that Admiral Aquilino and the Indo-PACOM Commander are looking at opportunities to bring more ship visits.  The USS Shoup is actually in Fiji today.  It’s going to be in Tarawa for the commemoration of the 75th Anniversary of the battle there.  So we’re looking at lots of opportunities for that.
But I would say that from their perspective what we heard more about is, and what we saw more investment, and it’s a much smaller investment, but in helping develop capabilities to monitor.

DWG:  That’s what I was going to ask you.  Is there something that we can do, the United States can do to decrease the --

Under Secretary Modly:  Yes.  Absolutely.  It’s not even actually having the vessels out on the water, but surveillance, creating fusion centers for them where they can integrate both fishing information that comes from the FFA, with weather information, so that the resources that they have, and the Australians have a program right now where they offer 22 patrol boats to various nations.  Some of them have one, some of them have three, up to three.  But those are scarce resources, and to the extent that we can help them economize when they have to go out and where they have to go out, it’s very very helpful.  That’s a pretty modest investment.  The technology is so good right now that we can really be helpful in that area.
DWG:  A combination of ISR and scarce resources, --

Under Secretary Modly:  Right.

DWG:  -- the use of [inaudible] would be a fusion center sort of thing that the U.S. could help --

Under Secretary Modly:   Absolutely.  And I would say that our Australian partners are heavily engaged in doing that.  So I think there are lots of ways that we can also help in that regard.

DWG:  Thank you.

DWG:  Scott?

DWG:  Earlier this year you consolidated a number of offices having to do with [inaudible] and [inaudible] management officer.  I was wondering what kind of efficiencies you found within that consolidation, and what sort of [moves] you’ve been making since that has happened.
Under Secretary Modly:  The first, just for people’s background.  The two moves that I made early on was to take a look at the CIO organizations in the Department of the Navy.  By law we have to have a department-wide CIO, but because we’re sort of unique because we have two services in the department, each one of the services had their own CIO as well, and then they had this extra office in the Office of the Secretary that was considered the CIO.  

When we started looking at it, we realized there were a lot of redundancies that were not necessary.  So we were able to divest a lot of that responsibility down to the service level and I created a small office of the CIO, and I assumed the responsibility as the departmental-wide CIO.

So that’s I think really helped us streamline a lot of the decision-making and helped us coordinate better with OSD in some of the things they’re pushing in the Cyber and AI areas, as well as some of the business systems consolidation.

With respect to the other piece of the organization, there used to be a Deputy Under Secretary of the Navy for Management.  I eliminated that job because I am the Chief Management Officer of the Navy, and I created a small office of the Chief Management Officer with four lines of effort in there.  The first one is Audit; the second one is Business System Strategy; the third one is Data Strategy; and the fourth one is basically Management Reform.  And that team’s been working really, really well.  They’ve helped us focus and elevate responsibility for the financial audits to my level.  In my experience, if you try to drive that in DoD from the FM organization it becomes a very stovepiped approach.  It’s not successful.
Most of the weaknesses we have in the department are not necessarily owned by the financial management vertical.  They are enterprise problems.  So I elevated the responsibility of that to my level and we’ve been driving towards now getting through with our first audit, which we’ll get our audit results here in November, and then pushing the department to focus on, instead of a scattered approach, looking to knock out all of the possible findings and recommendations of the audit, let’s focus on the top five, you know, three to five major things that we can start improving on.  So that’s been pretty successful.

The second thing that group has done is developed a Business Operations Strategy and plan for how we’re going to basically take the business mission of the department and focus it on the National Defense Strategy.  So I’ve asked them, we went out and said look, here are the three lines of effort of the National Defense Strategy.  Underneath that there are nine sub-objectives.  What are we doing in the business mission to support those things?  And if we’re not doing things to support those things, we probably should not be doing them at all.  So we’ve developed this plan.  It lays out milestones in 6, 12, 18, 24 month increments that we’re going to hold people accountable for driving.
So one big piece of that is the Business Systems piece of it.  We have literally thousands of business systems in the Navy and there is no strategy right now for consolidating it down to something reasonable.  That creates all kinds of problems with respect to data integrity, data fidelity, audit issues, cyber security.  So one of the big steps we’re taking now is now that we sort of understand this universe, how do we create a strategy that allows us to come up with something reasonable with a long-term vision?
So this document will be updated every six months.  I’ve told people don’t look for a perfect document here.  It’s fine, as long as we know where we are we can start improving it every six months.

The other thing that we have to keep in mind is that there’s a big reform effort that’s being driven out of the Deputy Secretary of Defense’s office, and we need to make sure that every six months that we’re aligned with that because there could be initiatives that would supersede or trump things that we’re trying to do in the Navy.  So it’s a living document, but at least people now have a plan and a road map to understand where we’re headed.

DWG:  Is it publicly available?

Under Secretary Modly:  It’s getting signed by the Secretary today.  So we will make it publicly available.

The other thing about it, it’s a communications tool.  Not just for our enterprise, but for the broader sort of Navy ecosystem out there.  The huge vendor community that supports us, contractors, consultants.  It gives them an opportunity to look at it, give us feedback, and also understand how to align the services that they’re offering to what we’re really trying to drive for in the Navy.

So the whole concept here is like let’s be very transparent about what we’re trying to do so we can get industry aligned with us.

DWG:  Secondly, have you given any thought to the creation of a Chief Data Officer within the Navy?  They’ve batted it around for a while.

Under Secretary Modly:  We’re looking at that.  I have a person in my office, a CMO, who owns the data strategy piece of it.  We’re looking at how that integrates with the Digital Warfare Office that the CNO set up.  We’re trying to figure out how those -- the Digital Warfare Office is focused more on the warfighting mission, whereas my team is more focused on the business mission side.  But those two areas are not mutually exclusive, so we have to figure out a way to ensure that those two things are aligned because data used in one area is also critical for data used in the other area.  There’s lots of overlap there.

So developing that architecture is going to be really important, but it also, as I said before, it has to be consistent with what they’re driving out of OSD and they are also setting up a Chief Data Officer at the OSD level, sort of a digital strategy, they actually just hired someone from industry for that.  But he just got on board about two months ago so we’re still working through those issues right now.

DWG:  What’s the name of the document that the Secretary’s going to sign?

Under Secretary Modly:  Business Operations Plan.

DWG:  The Navy Business Operations Plan?

Under Secretary Modly:  Yes.  It’s a Business Operations Plan.  He’s supposed to sign it out today.  So --
DWG:  It’s --

Under Secretary Modly:  Department of the Navy, right.  So it’s Navy and Marine Corps.  Yeah.

DWG:  Politico, Wes?

DWG:  In the past year or so there’s been a string of incidents in the news or that the Navy has talked about in Naval Special Warfare to include a bunch of SEALS in Virginia getting kicked out for drugs.  Command Master -- [cough] -- getting sent home from Somalia for sexual misconduct.  A SEAL being alleged to have executed a prisoner in Iraq.

Are you concerned that there is some broader problem in Naval Special Warfare?  Is there any top-level concern looking into what is happening and how to fix it?

Under Secretary Modly:  We’re always concerned with stories like that and with incidents like that.  I don’t think that it indicates a trend that is indicative of a cultural problem within those areas.  We’re a huge enterprise, so as a huge enterprise we have problems just like every other huge enterprise.  And so when these types of problems arise we have very, very good processes to go through legal adjudication of them, and I think we do that very well.  So obviously we’re concerned about it.  It doesn’t reflect well on the service.  But these are fairly isolated incidents.
DWG:  The enterprise, the Naval Special Warfare is a quite small enterprise.  I think it is striking, the number of these things relative to sister services’ Special Operations enterprises.  You don’t think there’s any kind of trend here?

Under Secretary Modly:  I don’t think so.  I’m, I don’t have data to support what I’m saying.  My impression is no.  I was a legal officer on a ship when I was on active duty, and we used to see all kinds of incredible -- for those of you who were on active duty, you know.  There are things that happen in the service that sometimes don’t get media attention, but they happen.  These obviously are high profile because of the reasons that you mentioned, because they do come from our most elite warfighting areas.  But my sense is that we don’t have a cultural problem there.  But this also could be a result of 17 years of being at war in stressful conditions and things like that.  I just don’t know.  I haven’t seen data on that.

DWG:  Aviation Week.

DWG:  The Navy Secretary put out a statement plan recently and I wanted to see if you had some more detail that you could talk about with regard to your plans for sustaining the force, particularly given some of the readiness problems that have cropped up.

Under Secretary Modly:  This has been, this is the first line of effort in the National Defense Strategy.  Given the past six to seven years of operating under very uncertain budget conditions with the Budget Control Act and the Continuing Resolutions, and the lack of abatement of the operational requirements, we’ve made a lot of tradeoffs in the Navy that have sacrificed readiness for operational availability.

So really the emphasis of the first couple of years of this administration has been, at Secretary Mattis’ direction, has been to restore those readiness levels.  So there’s a heavy investment going into  restoring readiness, not just for now but looking at sort of the long term.  How do we improve our readiness going forward?  So big investments in the shipyards, to modernize them, to ensure that we meet our ship availability schedules; a big investment in looking at the overall supply chain and repair in our F-18 fleet which really, really suffered during this time.
So we’re starting to make significant progress there, but it’s a big, big challenge and it’s been a high priority of the Secretary to address it.

DWG:  And then looking ahead, you know, the Air Force recently came up with this plan to increase the size of its force by 24 percent over the next ten years.  Is the Navy looking at doing something similar?  If not, do you think you’re going to wind up losing out in budget share to the Air Force in the future?

Under Secretary Modly:  Clearly we’re building a bigger fleet.  That is part of the strategy.  That has been clearly articulated, both from the President on down, that we’re looking to build a 355, I like to call it a 355-plus Navy, because the plus is a force mix that we probably can’t predict right now.  It’s probably going to be very different than what we might expect.  A bigger integration of unmanned vehicles, sensors, increased lethality, things that investment in R&D are going to start yielding benefits for us that we can actually operationalize in the coming years.

So we are definitely on the path to building a bigger fleet.  A bigger fleet means more people, it means bigger resource requirements with respect to repair and maintenance, it means more aircraft.  So we’re definitely on that path.
When it comes to sort of the sort of internecine battles on who’s going to get more of the budget, I think we’re just going to put together the best case that we can for what, the Navy that the nation needs, and those are decisions that the Secretary of Defense will have to make?

DWG:  Can I jump in?  More sailors?  The Army just fell way short of their recruiting goal.  A robust economy, low unemployment, it’s a lot harder to attract kids into the service these days.  The Navy had a smaller growth pattern this last year.  How are you doing on recruiting, and do you expect you’re going to have increased problems of getting additional sailors?

Under Secretary Modly:  I think we’re going to face the same challenges.  When you have an economy as strong as it is right now, the job market is very hot and it makes it more difficult to recruit.

I haven’t seen data yet that suggests that we’re having that much more trouble.  I know last year the Marines may have fell short, but I think it was because they didn’t, they were not willing to sort of lower their standards in terms of who they were letting in, which I think is the right decision.

But we’ll see how it plays itself out.  We’re sort of on the front edge of the economy really picking up and we’ll probably see the results of that in the next year.

But we always have to make a compelling case for why the Navy is a great place to start a career.  I think we still have a very compelling case to make there.  The types of things that our sailors are doing now and what we’re training them to do now and how we’re educating them, it’s very different than what it was when I came into the Navy 30-plus years ago.  It’s much more high tech.  The skills they’re learning are much more transportable to the private sector.  So I think we have a very, very strong case to make.  Our ships are better.  They’re more comfortable for living on.  So I think we still have a very, very strong case to make.

DWG:  Mr. Secretary, thanks for taking the time.  I want to combine two things you mentioned earlier.  What was the FONOPS and the other was China.  That is lately there’s been some increasing, this appears from China while we’re doing FONOPS out with the [inaudible].  What’s the next step?  Obviously you can’t, or do you just keep planning to run at risk of a collision at sea or whatever as they continue to get more and more aggressive?
Under Secretary Modly:  The question is what are we going to do?

DWG:  Right.  What’s your next steps now?

Under Secretary Modly:  Well, I apologize for sort of harkening back to when I was in the Navy which was, you know, 35 years ago.  We’ve been doing Freedom of Navigation operations for a long, long time.  There’s nothing new about this.  There are certain rules that govern that.  There are certain international norms that are accepted.  There are certain ways you warn people if they’re violating those.  I don’t think we’re going to stray from those international roles.

DWG:  You have that and you have [cues], but this is still happening.  This is happening even after you established [cues] with China.  So obviously there’s something more at play here on China’s side.  What do you do then if one side apparently is not following those rules?

Under Secretary Modly:  I don’t really know how to answer that question other than to say that it’s sort of in their hands in terms of how far they want to push us.  I think the rules are fairly well established and the consequences for people who do not abide by those rules are pretty clear in international law.  So I --
DWG:  What would be the consequences?

Under Secretary Modly:  I’d prefer not to say what we might do.  I think a lot of that comes down to the discretion of the commanding officers we have on our ships, and we trust them to make the right calls.  If they feel that their crews are in jeopardy, then they have rules that are pretty well established in terms of what they can do.

DWG:  And an underlaying topic, in terms of getting readiness for ships, maintenance.  Mr. Geurts, for example, has been talking  out there’s going to be this capacity issue coming up in the next couple of years.  What are you doing, if anything, to sort of prepare for that, to help get the ships through the maintenance cycles for that?

Under Secretary Modly:  We’re looking at a lot of different things.  There’s a big investment going in into hiring more shipyard workers.  Also to modernizing the shipyards so that we can improve the efficiency of them, to drive throughput at a higher rate.  Then we’re also looking at opportunities to out-source some of the maintenance to the private sector.
DWG:  Malorie, Inside Defense.

DWG:  Sir, thank you for being here.

What direction have you been given from OSD to cut and find efficiencies to the newer programs?

Under Secretary Modly:  The Deputy Secretary of Defense established something called the Reform Management Group, and this group meets on a biweekly basis.  There are several lines of effort within that group that have all identified various levels of savings that they believe we can drive through better performance, reducing redundancies, IT consolidations, and things such as that.
I think they’re looking at right now a goal of, I think the number’s somewhere in the $30 to $40 billion over the FYDP that they think can be driven on efficiencies.  So we work with them.  Some of those efficiencies are things that are a result of consolidation of efforts at the enterprise level for DoD.  

So, for example, investing in one business system for the enterprise rather than having the services invest in individual systems.

Another big element of that is the health care consolidation.
Another big element is they’re looking at the commissaries, if there’s ways to squeeze money out of that.

So there’s enterprise-level things, and there are other things that they’re driving now in the services to say you need to take a look at how you can improve, you know, a thorough contract review, a category management to ensure we’re getting the best prices from vendors.  For example in the IT space we have multiple contracts with similar vendors and there’s no sort of enterprise-level pricing on some of those solutions.

So we’re constantly looking at ways to drive efficiencies into the system.  We work very closely with the OSD level initiatives in that regard.

DWG:  And just a quick follow-up.  Have you been asked to prepare an alternative budget for next year?

Under Secretary Modly:  I’m not sure what--

DWG:  For FY20.
Under Secretary Modly:  We’re developing our POM right now which would have our budget, basically our budget proposal in there.  That process happens in the fall of this year, so there are big tradeoffs that are going to be looked at then, and the Secretary of Defense will make those decisions, then we’ll submit that in the February time frame for FY20.  So it basically is for FY20 and then the five years in addition to that.

DWG:  Mark?

DWG:  I was wondering if you could talk at all about MQ-25.  It’s been a little over a month since the Navy announced that contract award, and it seems like it’s been taking longer than usual for the losing bidders to be briefed on why they lost.  I was wondering why that delay has occurred.  Is it because you’re expecting a protest? 

I was also wondering if you could talk a little more broadly about unmanned.  Secretary Mabus was a big supporter of going to unmanned.  He talked about the F-35 being the last manned fighter.  It doesn’t seem like the Navy is maybe talking less about that.  Do you feel the Navy is moving as fast as you want on the unmanned?  Or do you want to see more happen?
Under Secretary Modly:  On the MQ-25, I probably should defer any questions on that since it’s an active procurement.  I’m happy to connect you with someone in RD&A to give you specific answers on what’s happening with the briefings to the vendors that did not get selected.  I just don’t have any visibility into it.

With respect to unmanned and whether it’s a priority for the Navy, I would say it is a huge priority for the Navy.  We are looking at a variety of things, some of which are out in the unclassified area and some of which aren’t.  So I think it’s a huge priority for us.
Obviously the advances in unmanned technology are continuing to escalate.  I think we’re heavily invested and looking at that as part of our strategy.

When I look at our force mix, the 355, I always say 355 plus because it is going to be more than what, it’s going to be 350-something in that range, plus a lot of other stuff that would not be traditionally considered as part of the ship mix, but would have an incredible amount of lethality distributed across the theaters.

DWG:  Does the Navy at this point have a specific goal of how much it wants to be unmanned?

Under Secretary Modly:  I don’t think we have a goal.  You have to sort of look at -- the short answer to that is no.  I don’t think we have a goal that say oh, we should have 20 percent of our forces, or 20 percent of the lethality distributed in unmanned platforms. 

I think we’re looking at trying to understand what’s possible through unmanned.  So conceivably you could be at 50 percent or you could be at 70 percent.  I just don’t know.  I don’t think we’re looking at any type of benchmark like that to guide our thinking.  I think we’re exploring the technology, we’re investing in the technology, and we’re definitely looking at how it integrates with the fleet that we have.

DWG:  Good morning.  The Navy and Marine Corps recently updated their policies on deployability and possibly separation if you’re not fit to deploy.  I’m wondering if there are any early indicators about how many Marines and sailors might be affected by these policies.
Under Secretary Modly:  I’m going to have to defer that question.  If you’d like more specifics on that I’ll have to put you in touch with the folks in our Manpower Reserve Affairs piece.  I just don’t have any data off the top of my head in terms of how that’s being implemented and what the impacts have been.

DWG:  And when you pair that kind of policy with the recruiting challenges that you mentioned, what kind of challenges does that pose to the two services?

Under Secretary Modly:  I think we’re always going to have challenges.  One of the things that Secretary Mattis has emphasized is this concept of being strategically predictable but operationally unpredictable, which means we’re going to be looking at sort of more, what he calls dynamic force posturing, which would mean for, for example we just sort of experimented with this with the Harry Truman.  It was intended to go on a six-month deployment.  It went out for two to three months and then came back home, and then went to a different area.  I think that’s going to become the norm in this environment that we’re in.  We have to become a lot less predictable for our adversaries and complicate their thinking.  So I think that’s just going to be the state of play for us going forward.

DWG:  Meaning that everybody needs to be ready to go at all times?
Under Secretary Modly:  Yeah.

DWG:  Patrick?

DWG:  My question has to do with specifically the sub-launched ballistic missile that the Nuclear Posture Review calls for.  The low-yield weapon.

We’ve heard a lot of discussion of various panels about what a relatively easy adaptation this is for the NNSA Complex.  It’s a very complicated weapon for them to make and that it’s a variation of something they’ve already got.
What we haven’t heard as much about is sort of the Navy’s perspective on what this SLBM will mean for them in terms of modification, and any challenges on the Navy end to ready for the likely arrival of this weapon [inaudible].

Can you elaborate a little bit on the Navy’s perspective and what it will mean to the [inaudible] weapon?

Under Secretary Modly:  Probably not.  That’s probably something that I probably can’t get into in an on-the-record discussion.  However --

DWG:  -- moderate -- 

Under Secretary Modly:  I would just, I would rather sort of refer you to somebody in the nuclear enterprise to discuss that rather than discussing it here.  Is that okay?

DWG:  Sure.

Under Secretary Modly:  Sorry.

DWG:  Defense Daily.

DWG:  Thank you very much.  Going back to Columbia for a second, last month the CNO talked about how the Navy might support increased oversight of the programs that have been margined up.  Could you clarify what that increased oversight might mean?  More congressional oversight?  Something from within DoD?
Under Secretary Modly:  I don’t know exactly what the CNO was describing in that particular quote.  That’s another one that I would refer you to his office to have an answer to that.  But generally speaking, I think everyone realizes that this program cannot fail.  So I think his point was he welcomes any type of oversight that’s going to help us ensure that if we have issues that we can get those resolved quickly.  Or that oversight in addition to what we’re doing will help us clarify any problems or raise those issues to a level that they can be addressed so that we can stay on schedule and within cost constraints.  But for more specifics, I would just ask you to talk to the CNO.

DWG:  Vice President Pence is going to speak in a few hours here about China.  There’s been a lot of talk at OSD about working with contractors and vendors to kind of protect their data from hacking by the Chinese or others.  Is this something that you’re, in your position you’re putting a lot of effort into working with vendors and trying to get them to protect their data and prove to you that they’re protecting the data?
Under Secretary Modly:  Yes.  It is a major line of emphasis for my office and my CIO hat, my interactions with the DoD CIO, and our whole Cyber Security Initiative.  This is a heavy effort for us, and we’re putting a lot of people and resources behind this problem.

DWG:  Is this being driven at the OSD level, or is it something that they’re giving the services more leeway, more power to work directly on?

Under Secretary Modly:  Oh, no.  It’s definitely being -- first of all, everyone recognizes, regardless of what service you’re in, that this is an issue that has to be addressed.  We have been moving out on this already.  The new CIO in DoD, Dana Deasy, he comes from industry, has made this one of his big priorities.  So his efforts are really just helping to sync up and assure that it’s an economy of force that we’re putting behind this effort.  He’s been great.  He’s been a really fantastic hire for DoD, coming from industry where he worked in diversified manufacturing as well as in financial services, particularly in financial services where they are really far ahead of most other industries with respect to cyber security just because of the data that they carry.

So he’s brought a really fresh perspective into the department and I think he’s doing a great job.  I’m really pleased that he’s there.  He’s been a great partner to me, helping me sort of think through some of the issues that we’re looking at in the Navy with respect to our cloud strategy, with respect to our business systems strategy.  It’s been great to be able to bounce some of these ideas off somebody who comes from industry and understands what big enterprises are doing in this area.

DWG:  Can I follow up on that?  Given the [inaudible], how are you holding contractors accountable for the information that you give them going forward?
Under Secretary Modly:  Part of the problem is it’s not so much at the first and second tier, it’s the third and fourth tier suppliers where we’re really going to have to increase the enforcement in the contracts to those sort of sub, second or third-tier providers.  We’re just going to have to be a lot more diligent about holding them accountable for these things.

DWG:  Can I follow up on that?  You said that the new CIO’s giving you a lot of ideas for the cloud strategy and [inaudible].  Can you get a little more specific about what changes the Navy is bringing in from the private sector to [inaudible] cyber security?

Under Secretary Modly:  From a cyber perspective, we’re leveraging, one of the big initiatives that he’s pushing is the cloud migration because of the ability, when you can drive applications and solutions into the cloud, your ability to sort of control those access points to data, you decrease the risk by doing that.

What I’ve really appreciated about Dana’s approach is that he understands the scale of DoD and so he’s not trying to force everybody onto one cloud solution.  He’s taken a very measured approach to ensure that there’s a reasonable migration.

I think he recognizes, as I do from my previous experience in DoD 12 years ago, that driving the department, I mean there’s, people get confused sometimes, that driving everything to a single solution for the entire enterprise is the best way to go about things and they don’t recognize the risk in implementation and how difficult it is to do that.  I experienced that on the [DIMERS] program.  It’s sort of the difference between having a philosophical approach to having a pragmatic and analytical approach to business systems and top systems in general.

So Dana I think has been great because he understands that this process is a migration and it takes time, and if you try to collapse too many things into one at one time you’re going to increase the risk, increase the cost, and you really increase the complexity of implementation which leads to failure.

I think he’s got a very sort of reasonable, measured approach to allowing us in the Navy to pursue the cloud strategy that we have, maintaining our standards, and then looking at opportunities where we can also, where it makes sense, to migrate to the overall DoD cloud solution over time.

DWG:  Jasmine?

DWG:  Mr. Secretary, obviously the next force structure assessment will be coming out next year.  I was wondering if you might be able to give us any visibility into what kind of issues you’re looking at that were different from when the [2016] one came out, what kind of tweaks you think might happen in that 355 number, 355 plus might change up or less, if you can give us the timing of when you think that might come out?

Under Secretary Modly:  They’re looking at this fall, I think November, in delivering that.  I’ve not been involved in the deliberations around that.  I may be in the coming months.  But that’s really something that’s being driven by the OPNAV staff for now.  But I’m very anxious to see it myself, and to start becoming engaged in it.

I think there are a lot of things that have changed since 2016 with respect to some of the challenges we’re seeing in the Pacific, particularly, what that means for the force structure, some of the advancements and the capabilities of our near peer competitors and our peer competitors are going to inform that study.  And also sort of advances in technology.  This issue that we talked about with respect to unmanned, you know, how is that going to fold itself into this mix?
We’re also looking at I think when the 2016 study was done we had not made the decision on the frigate.  We are moving forward now with the frigate, so how that fits into this mix, into the small surface combatant line will obviously be different and have an impact on how we’re looking at those things.

DWG:  You said it was going to come out to leadership in November?  Is that what you said?

Under Secretary Modly:  I think it’s supposed to come out in the November time frame for the Secretary.

DWG:  So not for public.

Under Secretary Modly:  Sometime next year.

DWG:  Also just as a follow up, are you at all concerned that if the House splits, that there might be less support for a robust Navy, for that 355 number?  Some leadership have said that they do think, [inaudible] think it’s too much.  So [inaudible] past chairman.

Under Secretary Modly:  I think we try, and this is something at Secretary Mattis’ direction, is just to keep our heads down and stay out of the politics and just focus on building and recommending the Navy the nation needs.  Ultimately the decision to fund that comes from the Congress and the people that send those representatives to Congress in terms of what they’re going to support. Our job is to make the best case to the American people through those representatives about what we need and they’ll have to decide what they are willing to fund.
I don’t think we’re going to, I think we’re going to present the best case we possibly can for the Navy that the nation needs and we’ll let the chips fall where they may.

DWG:  So you think [inaudible] for that?

Under Secretary Modly:  I think it is.  But that’s not always what carries the day.

DWG:  Otto?

DWG:  A follow up on two things that you mentioned.  The dynamic deployment idea.  We have tried that in the past, and it’s one of the things that got us into the ship maintenance problem.  [Inaudible] the schedule, yard periods, the regular ship maintenance done by the Fleet itself, you know, we ran the ships down, particularly in the decade ago.  Are you looking at the impact if you’re going to have these ships, supposedly trying to get them ready all the time?  What that does to your maintenance schedule, is it going to affect another one of these [holes]?

Under Secretary Modly:  There’s two parts to the answer to that question.  The first is that everything in the enterprise, whether it’s the business mission or the operational forces or our people have to start developing more agile qualities in general.  That means our ability to be adaptable, flexible, more transparent, move things at greater speed.  All these qualities that sort of identify or characterize an agile organization or agile person have to be values that we embrace.

With respect to sort of how that plays into dynamic force deployment, I think we’re looking at ways that we know a certain ship will be gone for six months and then it will come back into maintenance after that six months.  That probably won’t be different, it’s just what that ship is doing during that six months is where you’re going to see some of the more dynamic changes.  Where the expectation would be, for example, like with the Truman, they’re going to go off to the Med for six months, and then they’re going to come home.  What they did this time is they went out to the Med for I think two months, or two and a half months.  Came back to Norfolk for a couple of weeks, then went back up to the North Atlantic.  So they’re not going to come out of the cycle of that six months, but what they’re doing within that six months is going to become a lot less predictable.

Does that answer your question?

DWG:  That helps.

The other one is on, you talked about you’re ready to go to the POM.  There is a lot of question as to what top line we’re going to be able to have for DoD.  The Budget Control Act is still in effect.  We’ve got two years of --

Under Secretary Modly:  Or three.

DWG:  -- good [bonus].  The question, are you developing the POM with the idea that there will be or won’t be a boost in next year’s defense budget?

Under Secretary Modly:  They’re developing the POM based on a baseline that starts with the FY19, ’20 expectations, sort of modest growth going forward.  There is no sort of political calculation about how that number may come, may be impacted by change in the Congress.  So like I said, we’re putting together the best plan that we can, but our plan is just our plan.  It’s our submission.  It goes to the OMB.  They make their adjustments to it.  Then the Congress makes their adjustments to it as well.

DWG:  When you say on the base line, are you talking about base line plus inflation or things like that?

Under Secretary Modly:  Right.  Right.
DWG:  We’ve reached 9 o’clock and we’re most grateful to you.  I’d like to, you answered this in part but could you just talk a little bit more about how to the extent it has, a background, Price Waterhouse has contributed to your being [inaudible].  How does it help having a Price Waterhouse guy as the Under Secretary of the Navy?
Under Secretary Modly:  In terms of whether it’s made me better, I think the jury’s out on that one.  I’ll have to evaluate that in a couple of years. 

My background is, I’ve had sort of a diverse background.  I spent seven years active duty Navy.   Some time in academics as well there during that time.  Then I was in private sector, in the aerospace field doing mostly mergers and acquisitions for about ten years.  Then I came back into the department and ran the Defense Business Board when it was first established for Secretary Rumsfeld.  His concept was to try to bring people in from private sector to give advice and guidance on how to really reform the business mission of the department.  I did that for two years and then became the Deputy Under for Financial Management.  Then started the Business Transformation Agency at the OSD level.

So left there to go to Price Waterhouse Coopers, and I was the Global Defense Leader for them.  So most of the interactions that I had were with defense organizations in other parts of the world who were looking for lessons from some of my experiences that we had in DoD.  But also, we can learn a lot, I believe we can learn a lot from these smaller nations who are very resource constrained, and they’re very creative in how they’re getting to some of the solutions that they’re doing.

The U.S. is not a great sort of example for most countries in terms of how to run their defense departments because the scale is so completely different.  But you can learn a lot from these smaller nations in terms of what they’re doing to be creative, more agile, stretch those dollars farther, and I think that experience and that perspective is going to help me a lot in this job.
DWG:  You’ve just seen some of the smallest nations on the planet.

Under Secretary Modly:  That’s right.  

DWG:  [Inaudible].

Under Secretary Modly:  Right.  Exactly.  Kiribati, the highest point of land in Kiribati, in the entire island chain, is two meters above sea level.
DWG:  My dad did the long walk at Tarawa.  And you were there?

Under Secretary Modly:  Yes, we were there two weeks ago.  In fact I laid a wreath on the memorial there.  Then went to Red Beach.

DWG:  It’s maybe a couple of feet higher than --

Under Secretary Modly:  Yeah.  It’s a striking thing.  When you’re flying in, it’s one of the most beautiful things you’ve ever seen.  Just these white sand atolls that come out.  When we got there, the bit sort of bay there in Kiribati on the main island of Tarawa was almost completely, it was just like sand when we got there, and when we left it was all filled up with water.  The tide will flow there. And over the course of the five or six hours we were there, it was completely different than from the time we got there.  So it was a really, really cool thing to see.

DWG:  They found a graveyard of the Marines and they’ve actually started repatriating --

Under Secretary Modly:  Right.  The story that I heard is that we lost about 1200 Marines, and they just didn’t have time to bury them.  So they sort of marked their graves, they buried a bunch of them and they marked their graves with crosses and then they came in to build the airfield and they didn’t have time to exhume them, so they just build the airfield right over the top.  Now they’re finding these remains and repatriating them.

DWG:  Again, thank you very, very much.
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