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Thank you for that introduction and good afternoon. What I really wanted to do today was to reflect a little bit back on 2008 and to talk about the future.  When I do that today there may be some who will say, well that’s déjà-vu because the topics I covered last year are the topics that seem to have been picked up from the conversations I’ve had and are still topics that I’ll discuss today.  Some may call it déjà-vu.  I call it consistency of purpose and that is important in our business.  

Last year I came here and told you that 313 ships were the floor that I believe that we needed when it comes to the capacity of the fleet.  Well that statement still holds true, 313 is still the floor when it comes to the size of the fleet we need to carry out our maritime strategy.  The capacity of our fleet – the number of ships we have - matters greatly today and I believe will matter even more in the future.  Our maritime interests as a nation in a globalized world are large and growing. All of you in this room have heard the statistics: 90 percent of trade moves on the water, $1.3 billion of trade passing through our ports on a daily basis, maritime trade growing at 60 percent greater than the GDP over the past 50 years, and $3.2 trillion in trade on undersea cables. When I think about that it causes me to reflect that cyberspace is really in the ocean, it’s not in the ubiquitous power point slides with the lighting bolts flying all over them.  When you get right down to it, cyberspace runs on the bottom of the ocean. But in considering all these statistics against a backdrop of weapons proliferation, the diffusion of threats and the spreading disorder that we seem to read about every day in the papers, gives us every reason to maintain a strong and global Navy.  One that is interacting with partners and influencing events to prevent conflict at all times and to win when we pitch into a fight – that is our maritime strategy and our surface fleet is absolutely essential to that strategy.

With that strategy, the scope and magnitude of our interests, and the dispersion of threats in mind, I have been taking a careful look at force structure - the number and mix of ships we need to protect and advance American interests and security.  As part of that close look, we conducted the first global wargame since 2001, we instituted what I call a whole warfighting analysis to get us away from the platform view of our warfare needs, and we are reinvigorating our approach to concept generation and concept development. 

I am acutely aware of the fact that the capacity of the fleet is directly related to the capacity of the nation’s industrial shipbuilding base.  In the past decade, we have seen other nations eclipse our shipbuilding output dramatically.  However, while they have exceeded us in gross tonnage produced, they have yet to exceed our ability to produce the most technologically advanced and capable warships in the world.  It is vital that we maintain the capability and capacity to produce the high quality systems our Sailors and our nation deserve.  Maintaining a steady workflow and the health of the shipbuilding industry is of national, strategic importance.  I have often described our shipbuilding plan for the next few years as digital: it is a series of ones and zeros.  With such small numbers, we put the industry that builds our fleet and the skills of our shipbuilders at risk.  We must maintain the industry to ensure that what we have is the ability to build that fleet of the future, because there is a direct correlation between the capabilities of navies and the capabilities of their national industrial base.  We must never forget that, but we must also build what we need.  And I believe both are compatible.

Tough choices and appetite suppression are key.  We have to buy only what we need.  Maintaining the viability of our industrial base is a need.  The floor of 313 ships is a need.  The quality of ships produced on schedule and on budget is a need.  The latter, if not met, is paid for by our Sailors in the fleet who will have to spend extra time away from their families on longer deployments and who will have to deal with compressed work up periods.

I talked of need when I started to take a hard look at DDG 1000 and the advantages it had to offer, and I did not see that same level of need.  It is a very well run program.  There is no doubt about that. The program office should be commended for what it has done.  The ship has important technological advances that are going to benefit our Navy in many ways, but the question is what does the warfighter need?  Technology does not always equate to relevant capability.  There are gaps in the capabilities we will need for the future.  The world has changed markedly since we began the march to DDG 1000 in the early 1990’s.  Between 1990 and 2006, for example, approximately one new nation developed a ballistic missile capability every three years and then in July of 2006 the terrorist group Hezbollah, not a nation, launched an anti-ship missile against the Israeli ship Hanit.  DDG 1000 did not address these important changes and challenges.  In addition, while it has been optimized for littoral anti-submarine warfare, the growth of the worldwide submarine fleet – a growth projected by business sources to be 280 submarines over the next two decades – does not allow us to diminish our deep-water capabilities.  For these reasons, I made the difficult decision to truncate DDG 1000, to take advantage of the technologies, to learn from them, but continue the DDG 51 line because it has the right capabilities and provides greater capacity where we need it.

We often use the term ‘lean, mean fighting machines.’ It has to be in word and deed.  We must have ships of quality construction that will last and we cannot afford any gold plating.  We must give our Sailors what they need when they need it.  The right technologies must be harnessed to give us the mix of capabilities our warfighters need.  Investments that further ballistic missile defense, integrated air defense, area anti-submarine warfare, mine warfare, irregular warfare, and cyber operations are what we should be focused on.  Likewise, technologies that reduce overall expenses are worth the up-front investment – things like open architecture, modularity, and minimal manning technologies.  Total ownership costs and life cycle costs must figure into our decisions because we cannot afford excess at any stage.  But at the end of the day, I will always look at what makes the biggest difference in the fight and LCS, to me, is an example of that.

LCS has the right capabilities for the times.  Its modularity, its open architecture and its minimal manning will give us more flexibility and its speed and draft will take us to places where we must be.  It is a ship ready for many different missions.  I think some of the local folks in Annapolis were a little bit shocked to see such a large warship moored on the seawall at the Naval Academy.  I am pleased that FREEDOM has joined the fleet and INDEPENDENCE (LCS 2) must join us soon.  As I have said before, one day, LCS will have a thousand fathers.

One of the technologies that LCS will harness and which we must continue to press is unmanned systems.  It is important to keep in mind that these are not just unmanned aerial vehicles.  Unmanned surface vehicles and unmanned undersea vehicles hold much promise.  While they will harness some incredible American ingenuity, the biggest obstacles I see to fielding UAVs, UUVs, and USVs are cultural rather than technological.  We must get over that and open the aperture in our planning, our operations, and processes to field these systems on our ships immediately.  This is particularly true when it comes to our manning models.  Unmanned vehicles need to be as close to their names as possible.  Replacing one person in the cockpit or on the bridge with 10 people in the remote control room does not get us towards minimal manning and it is almost ironic if we then call these systems “unmanned.”  People are the most important resource we have and we must maintain restraint when designing our manning models.  So for those here who see a future for unmanned vehicles as I do, work the efficiency of the support infrastructure as hard as the vehicle.  We must all keep in mind that unmanned vehicles must operate off what we have today. There will be no new design UAV carriers in the program.

In defining what the Navy needs, I include the needs of the Marine Corps.  Naval Surface Fire Support is one of those needs and I remain committed to providing NSFS.  The Commandant and I have also been working closely together on what we believe the make-up of the amphibious fleet should be and we have agreed to sustain a total force of about 33 amphibious ships.  It is balanced and adequate to meet the needs of our Navy–Marine Corps team with acceptable risk, but it also accounts for fiscal reality.

The final area where we must maintain restraint is in the design of our hulls.  As a fleet, the fewer hull forms the better.  The alternative is too costly, especially at a time when coverage, capacity, and a fleet of no less than 313 ships is the goal.  

Overshadowing all of our decisions and the discussions we have here and in the Pentagon are concerns over the national economy.  Regardless of what happens, our decisions will always be a function of budget realities.  Those decisions are going to be tough.  They are especially tough because while we must conform to a national budget, that budget has very local implications.  It has implications for our warfighters and it also has implications for the local communities throughout America who maintain and build our Navy. 

To get to that balance between resources and requirements, we must maintain the fleet that we have today.  That means that first we must have quality ships.  While our commanding officers and their crews are doing their utmost to ensure the safe deployment of our ships over the operating cycle, some years ago we abandoned the structure and process to oversee our ships over their planned 30 to 40 year life spans.  To ensure that we maintain the ships we have – because we must maintain them to maintain that 313-ship floor – VADM Kevin McCoy, at NAVSEA, has established the Surface Ship Lifecycle Management Activity (SSLCMA).  That activity will integrate at both the surface warfare enterprise and the naval air enterprise to provide rigorous and technical analysis of the maintenance needed for a surface ship to live out its service life.  It will act as a knowledge integrator and set priorities for the maintenance that must be done across the fleet.  Many of the ships that make up the 313-ship fleet for the next several decades are with us today.  It is absolutely essential that they remain with us as long as we have planned for them to remain with us.

We can talk of ships, airplanes, and submarines but it is our Sailors who are delivering unprecedented flexibility and readiness to our nation with the fleet of 283 ships that we have.  I cannot begin to even tell you how proud I am of our Sailors.  Under the Fleet Response Plan Sailors have taken our Navy from a force that on September 10th, 2001 could only deliver two carrier strike groups, to the force that today can deploy three carrier strike groups, surge three in 30 days, and have one more CSG on its way in 90 days.  The incredible flexibility this gives to the combatant commanders and the agility it gives to the commander in chief is a national asset that must be resourced as such.  To be able to turn to the President and the combatant commanders, especially if we are engaged in conflict elsewhere, and say:  “We can give you more than 100,000 tons of sovereign U.S. territory, 5,500 Sailors, and an ability to deliver either countless tons of firepower or thousands of tons of relief materials,” is not an option that the nation should give up.

Even just a single cruiser or destroyer, when it is already on station, ready to respond, gives our nation a great advantage. And we must also remember that the Fleet Response Plan is not only about increased the availability of our carrier strike groups, but it has increased the availability of all of our ships.  Those individual ships bring an advantage because of the flexibility to deploy them and because of their ability to carry out missions across the spectrum of capabilities.  Our combatants are general purpose - they can go from delivering tomahawks to delivering humanitarian aid in the midst of conflict and disaster, and their flexibility and utility stretch out over decades.  We must retain that flexibility and responsiveness by adequately resourcing readiness and adequately developing the skill and the competence of our Sailors.

Over the past year, I have had the honor and the privilege of leading our Sailors and observing just how much they are giving to our nation.  During the holidays, I had the chance to visit with some of our Sailors on our amphibious ships in the Arabian Gulf, to visit a ballistic missile destroyer that was deployed in the Gulf, to spend time with our Sailors in Provincial Reconstruction Teams in Kunar, Nuristan and Khost provinces in Afghanistan.  And just last week to go aboard USS NASHVILLE, the great old lady of our Navy, as she prepares tomorrow to deploy to the Africa Partnership Station. I just ran into CDR [Enoch] Bello from Nigeria who has already been aboard the ship and is waiting to deploy. But to see these young men and women move so competently and confidently between the many missions that they must perform is to really understand the power and flexibility of our Navy.  This year those Sailors shot down an errant satellite, they provided air cover to their shipmates, Soldiers, Airmen and Marines on the ground, they delivered aid in the midst of conflict in Georgia,  they fought on the ground in Iraq and Afghanistan, and they sailed the world in defense of freedom and prosperity.  They are unrivalled in their abilities and it is because of them that we are all here today, planning to build the fleet they will use to keep our nation safe for years to come.  We have the greatest fleet in the world because of them.  However, with great power comes great responsibility.  The unique capabilities of all – Navy, industry, and government - must come together, early, to ensure that we build the fleet with the right capability in the appropriate numbers to meet the demands of a changing and disorderly world.  The only certainty I see is that we are a maritime nation, with global interests and responsibilities.  As long as that is the case – our Navy, and especially our surface force, is going to be in great demand. Thank you.
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